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ERHAPS the state legislatures, of 
Pores forty-four held regular 
sessions in 1935, felt that the 
public utilities were undergoing suffi- 
cient harassment in Washington. 
Whether it was this or something else, 
the numerous sessions were remark- 
ably free from subversive utility legis- 
lation. Listening to the hue and cry 
in Washington against the utilities, 
one might have been justified in antic- 
ipating a deluge of harsh laws in 
many states. 
Not that there was any dearth of 
proposed legislation in most of the 
legislatures, much of it of a highly ex- 


plosive character. One legislator in 
Massachusetts, for instance, intro- 
duced a bill to levy a tax of 40 per 
cent on the gross revenues of all pub- 
lic utility companies in the state. An- 
other, at the instigation of Governor 
Olson of Minnesota, offered a bill for 
a $50,000,000 bond issue to put the 
state into the power business. The 
Minnesota house of representatives 
voted more than 2 to 1 against the 
proposal. 

Nevertheless, the outstanding type 
of legislation which found favor in 
many states had to do, in one form or 
another, with the advancement of pub- 
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lic ownership. This was due, in large 
part, to encouragement given by the 
Roosevelt administration for the en- 
actment of laws to ease the way for 
municipalities and other public agen- 
cies to engage in the utility business. 
Ostensibly, and to some extent actual- 
ly, the motive here was to promote the 
Roosevelt public works program. It 
was desired also, however, by many 
Federal officials (probably including 
the President himself) to boost public 
ownership of utilities. The public 
ownership advocates, in Congress and 
out, naturally were not slow to make 
the most of this situation. 

It is all the more surprising, there- 
fore, that there was not an even 
greater amount of legislation designed 
to accomplish this purpose. The Fed- 
eral Emergency Administration of 
Public Works (PWA) boasted of 
sending 500 drafts of bills to state leg- 
islatures—but only, mind you, when 
requested by governors. The requests 
from governors came after they had 
received a letter from President 
Roosevelt suggesting such procedure. 
The fact that the President held the 
string to the bag containing the $4,- 
880,000,000 public works relief fund 
may not have had anything to do with 
the matter. 


N” all of these 500 bills related 


to utilities. One of the several 
types of bills (there were about a 
dozen) was to authorize the creation 
of housing authorities, and another 
authorized cities to codperate with 
housing authorities. A third had to 
do with highway bridges. Three bills 
related to bond issues—one of them 
being a revenue bond act. Another 
proposed to authorize political subdi- 


visions to purchase or construct water 
supply, sewage and gas systems, and 
to issue bonds for the financing there- 
of. 

Presumably on the theory that the 
states generally would enact most of 
these bills to create new agencies, an- 
other bill provided for a public works 
board to supervise the financing of 
those agencies. Alabama, however, 
was the only state which swallowed 
the whole lot, including the supervis- 
ing board. The Alabama legislature 
also deprived the state public service 
commission of any jurisdiction over 
public utility operations when conduct- 
ed by a Federal agency (meaning the 
TVA). 

Four bills, in addition to the reve- 
nue bond act, particularly related to 
electric power, although in one case 
other services were included. These 
bills (and the states which enacted 
them into law) may be summarized 
briefly as follows: 


REVENUE BONDS} 


Authorizing political subdivisions to issue 
securities for public works projects for sale 
to or pledging with United States agencies, 
based on the earnings of income of such 
projects. 


Alabama 
California 
(vetoed ) 


Improvement Authorities 


An act authorizing the incorporation of 
“improvement authorities” for the purpose 
of engaging in the rendition of water, 
sewage, telephone, gas, or electric service, 
and to issue bonds and provide payment 
thereof. (Such authorities to be co-ter- 
minus with the boundaries of municipalities 
or towns, or unincorporated areas contain- 
ing 250 or more voters.) 

Alabama South Dakota 


1 Revenue bond acts already were in ef- 
fect in the following states: Colorado, Illinois, 
Indiana, Kentucky, Michigan, Minnesota, 
Missouri, New York, North Dakota, Ohio, 
Pennsylvania, Texas, Virginia, Washington, 
Wisconsin. 


Nebraska Puerto Rico 


North Carolina 
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Power Districts ® 
An act for the creation of power districts 
for the production, transmission, or distribu- 
tion of electric energy and for the issuance 
of bonds by such districts. (Creation sub- 
ject to approval of state public service com- 
mission. ) 


Alabama 
California 


Nebraska 3 New Mexico 
Nevada South Dakota 


Membership Corporations * 
An act for the formation of nonprofit 
membership corporations for the purpose of 
encouraging rural electrification. 


Alabama North Carolina 
Indiana* North Dakota ‘* 


State Rural Electrification Authority * 

An act for the creation of a state rural 
electrification authority with power to issue 
bonds for the financing of activities pur- 
suant to such act. 


Alabama 
Indiana # 
Montana 


Tennessee 
Vermont 


New Mexico South Carolina 
North Carolina Vermont 
North Dakota 4 


In some states these bills were not 
even introduced in the legislature af- 
ter they had been received by the gov- 
ernor. In others they were the focal 
point of lively contests. The bills 
were referred to the attorneys general 
in Maryland and Michigan and in 


2 Power district acts have been in effect 
since 1931 in Oregon, Washington, and Wis- 
consin. 

8 Nebraska also had a power district act 
prior to 1935, when the act was slightly 
broadened. 

4Indiana adopted a “Rural Electric Mem- 
bership Corporation Act” which accomplishes 
purposes similar to those embraced in the bills 
for membership corporations and rural elec- 
trification authorities. North Dakota defeat- 
ed those bills, but enacted one for codperative 
nonprofit corporations, apparently for rural 
rehabilitation, to effectuate any program of 
a Federal, state, or other agency. 


both instances the opinions held the 
bills to be unconstitutional. 


n Colorado a compromise bill was 
enacted in lieu of the several meas- 
ures emanating from Washington. 
This act relates to the financing and 
acquisition of public works, including 
utilities, and provides that political 
subdivisions may borrow money, issue 
bonds, etc. However, the only change 
it makes in the law is to allow the leg- 
islative body of a political subdivision 
to do that which, under the old law, 
would require a vote of the electorate 
in the subdivision. 

West Virginia probably is the only 
state with a revenue bond act (pro- 
viding for the issuance of bonds on 
the sole security of revenues from the 
project) that does not include public 
utilities. This act’s definition of the 
public works for which such bonds 
may be issued pointedly omits water, 
gas, electric, and telephone services. 

The West Virginia legislature de- 
feated a bill to establish a state power 
authority, while the Washington leg- 
islature provided for submission to 
the people in November, 1936, of a 
constitutional amendment authorizing 
the state to produce and distribute 
electric power at wholesale. Minne- 
sota’s action is noted above. 

South Dakota created a state elec- 
tric corporation with power to issue 
revenue bonds. The corporation is 


e 


“ . . the first half of 1935 saw the public utility ex- 
ecutives of the country busily engaged in watching the 
progress of the many proposals which might vitally affect 


the properties under their supervision. 


This bienmal tur- 


moil was intensified this year by the unusual activity in the 
national legislative halls—but that is another story.” 
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authorized to render service to the in- 
habitants of the state and, by contract 
with any person, Federal agency, or 
municipality or by its own employees, 
to acquire, own, operate, maintain, 
and improve an electric system or sys- 
tems. 


HE Oregon legislature passed a 

bill to create a state power board 
to construct and operate electric trans- 
mission lines to handle power from the 
Federal project at Bonneville dam. 
Governor Charles H. Martin vetoed 
it on the ground that he thought the 
Federal government should provide 
the lines. Since then, a bill to that 
effect has been introduced in Congress 
and probably it will be up for action 
in 1936. 

In Oklahoma, the Grand River 
Dam Authority was created to con- 
struct a $13,000,000 dam and electric 
power project to serve 16 counties in 
the northeastern part of the state. 

In Utah, a great basin authority 
board was established. It may bor- 
row money and receive grants from 
the Federal government to create a 
fresh water lake, build dams and dikes 
therefor, and provide for “any bene- 
ficial use and enjoyment of water 
there impounded.” The bill when in- 
troduced included provision for the 
construction of a huge steam electric 
_ plant, but this was discarded. 


| ig addition to authorizing munici- 
palities to issue revenue bonds, the 
Puerto Rico legislature passed several 
other bills emanating from Washing- 


ton. One of these amends an act of 
1903 by providing that private prop- 
erty may be taken or destroyed to car- 
ry out and develop any general plan of 


economic reconstruction and 
especially for the redistribution or di- 
vision of lands concentrated in large 
estates, or for the establishment of 
public centrals or factories for the 
manufacture of sugar or for any other 
industry or activity. 

Another of the Puerto Rican acts 
authorizes the issuance of $1,800,000 
of bonds and the making of contracts 
with the United States, or any agency 
thereof, for continuing to completion 
the development of the water re- 
sources of the Island. The act speci- 
fically contemplates completion of the 
Toro Negro hydroelectric project to 
its final capacity. 


HE California lawmakers reject- 

ed a resolution for a committee 
to investigate the feasibility of cen- 
tralizing in the state full control and 
conduct of all power and water utili- 
ties. The idea behind this resolution 
was to pave the way for ultimate pub- 
lic ownership. On the other hand, the 
North Dakota legislature adopted a 
resolution directing the public service 
commission to investigate gas and 
electric rates and the feasibility of 
public ownership of such utilities. A 
report is to be made at the next legis- 
lative session (1937). 

The Georgia legislature had a 
unique bill which was passed by the 
house but failed in the senate. It pro- 
posed to authorize counties and mu- 
nicipalities to contract with the Fed- 
eral government for the construction 
of utility plants on a rental basis. 
The plan was that instead of issuing 
revenue bonds, the political subdivi- 
sions would make use of plants con- 
structed at the government’s expense 
and would pay rent therefor. 


534 





THE 1935 UTILITY LEGISLATION THROUGHOUT THE STATES 





KE 


Laws for Advancement of Public Ownership 


“. . . the outstanding type of legislation which found favor in 

many states had to do, in one form or another, with the advance- 

ment of public ownership. This was due, in large part, to en- 

couragement given by the Roosevelt administration for the enact- 

ment of laws to ease the way for municipalities and other public 
agencies to engage in the utility business.” 





oe rendering of utility service by 
municipalities beyond their own 
corporate limits was authorized in 
Arkansas, Minnesota, Oklahoma, and 
South Carolina. The Connecticut leg- 
islature rejected a bill to permit mu- 
nicipal gas and electric plants to sell 
service to other municipalities. 

Antimerchandising bills bobbed up 
again in Arkansas, Arizona, Connecti- 
cut, California, Indiana, Massachu- 
setts, Michigan, North Dakota, Penn- 
sylvania, Texas, and Wisconsin. All 
failed of enactment, as did an Okla- 
homa bill to repeal that state’s anti- 
merchandising statute. 

Reorganization and renaming of 
regulatory commissions took place in 
four states, while proposals of this 
character were rejected in the same 
number of states. The Texas legis- 
lature once more failed to enact a law 
creating a commission with general 
regulatory powers. 

The Arkansas Fact Finding Tribu- 
nal created in 1933 to take over the 


regulation of utilities was abolished 
this year and replaced by the depart- 
ment of public utilities (three mem- 
bers) in the Arkansas Corporation 
Commission, which formerly exer- 
cised jurisdiction over utilities. The 
new statute is a complete regulatory 
law, including supervision of relations 
between utilities and their affiliates. 
Concurrent jurisdiction over rates and 
service is vested in the department and 
cities and towns. 

In a reorganization of all state de- 
partments, the Rhode Island public 
utilities commission was transformed 
into the division of public utilities of 
the department of taxation and regu- 
lation. No change was made in pow- 
ers and duties. 


SE. public utilities commission of 
Utah was changed to public serv- 
ice commission, with a revised statute 
authorizing regulation of dividends 
and providing for commission approv- 
al of utility mergers and acquisitions. 
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In the state of Washington, the de- 
partment of public works became the 
department of public service. 


HE South Carolina legislature 

ratified a constitutional amend- 
ment previously adopted by the elec- 
torate, changing the name of the rail- 
road commission to public service 
commission and providing that the 
membership of “not less than three” 
(now seven) shall be elected by the 
people after expiration of the present 
commissioners’ terms. 

The Nebraska aad Nevada legisla- 
tures turned down proposals to es- 
tablish one-man commissions to re- 
place the existing 3-member boards. 
In Connecticut and Michigan, bills to 
reorganize the commissions failed of 
enactment. 

The Connecticut legislature, how- 
ever, took a long forward stride in as- 
serting the state’s sovereignty over the 
operations of public utilities, including 
their holding company relations. Ob- 
viously anticipating enactment by 
Congress of the Rayburn-Wheeler 
public utility bill, the Connecticut law- 
makers virtually issued a declaration 
of independence. The principal sec- 
tion of the new statute is deserving of 
reproduction. It follows: 

Sec. 6. As used in this section, “holding 
company” shall mean any corporation, as- 
sociation, or person which, either alone or 
in conjunction and pursuant to an arrange- 
ment or understanding with one or more 
other corporations, associations, or persons, 
directly or indirectly, controls a gas, elec- 
tric, or water company. No gas, electric, 
or water company, or holding company, or 
any official, board, or commission purporting 
to act under any governmental authority 
other than that of this state or of its divi- 
sions, municipal corporations, or courts, 
shall interfere with or attempt to interfere 
with or exercise authority or control over 
any gas, electric, or water company incor- 


porated by this state and engaged in the 
business of supplying service within this 


state, or with or over any holding company 

incorporated by this state and doing the 

principal part of its business within this 
state, without having first obtained the ap- 

— of the commission, except as the 

nited States may properly regulate actual 

transactions in interstate commerce. Any 
action contrary to the provisions of this 
section shall be voidable on order of the 
commission. 
HE Massachusetts Department of 
Public Utilities was given general 
supervision over affiliates of gas and 
electric utilities. . The New Jersey 
commission also was given broad 
powers to control intercoporate rela- 
tions, to prohibit dividend payments 
that would impair an operating com- 
pany’s capital, to require commission 
approval of loans to holding compa- 
nies, etc. Other New Jersey acts au- 
thorize the commission to engage in 
negotiations for rate reductions, and 
require disposition of rate cases with- 
in six months. 

Illinois gave to Chicago home rule of 
local transportation, a subject of fric- 
tion ever since the state commission 
was established in 1914. This state 
also authorized cities and villages 
which own electric plants to issue rev- 
enue bonds, without a referendum, 
for extensions and improvements. 
Municipalities likewise were author- 
ized to issue revenue bonds, without 
a vote of the electorate, for water util- 
ities. Michigan also passed a bill au- 
thorizing revenue bonds for water 
utilities only. An unsuccessful effort 
was made to include gas and electric 
utilities. 

An unusual picture was projected 
upon the legislative screen when the 
Illinois legislature passed a bill provid- 
ing that a blind person and his dog- 
guide are both entitled to the facilities 
of any common carrier. The dog, 
however, must be muzzled. 
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A Nebraska law authorizes a mu- 
nicipality to create a board of public 
works to operate publicly owned utili- 
ties, and Iowa authorized cities to hold 
elections to decide whether their utili- 
ties should be managed by a board of 
trustees. 

The New York legislature passed 
’ the last of a series of bills urged by 
Governor Lehman at the 1934 session. 
This act requires public bids on utility 
construction contracts. The legisla- 
ture continued the life of a committee 
investigating utilities. 


7 goes without saying that utility 
taxes were increased in numerous 
instances, but no attempt will be made 
in this article to record the new levies. 
Reversing the general trend, however, 
the Massachusetts legislature provided 
that hereafter all salaries of the de- 
partment of public utilities shall be 
paid by the state. For half a century 
these salaries have been paid in part 
by the utilities (50 per cent in recent 
years). 

Telephone companies came in for a 
share of legislative attention. In 
Minnesota and Vermont resolutions 


were adopted directing an investiga- 
tion of telephone rates, while the New 
Jersey legislature rejected a resolution 
calling upon the commission to reduce 
such rates. Massachusetts prohibited 
an extra charge for hand-set phones 
after extra payments have been made 
for thirty-six months. The Iowa leg- 
islature defeated a bill to permit mu- 
nicipalities to own and operate tele- 
phone systems. 

New Hampshire’s utility laws may 
undergo extensive revision in 1937. 
The legislature asked Governor H. 
Styles Bridges (former public service 
commissioner ) to appoint a committee 
to study the matter of revising these 
laws and report the next session. 

Scores of other bills were intro- 
duced in the various legislatures and 
the first half of 1935 saw the public 
utility executives of the country 
busily engaged in watching the prog- 
ress of the many proposals which 
might vitally affect the properties un- 
der their supervision. This biennial 
turmoil was intensified this year by 
the unusual activity in the national 
legislative halls—but that is another 





rs sy? is to the credit of American railroads that their safety measures 

have placed them in the van as the safest mode of transportation 
and, as Robert C. Ripley recently pointed out in one of his ‘Believe It 
or Not’ cartoons, ‘Next to bed, a railroad train is the safest place in 


the world.’ 


His statement is substantiated by figures from the Illinois 


Commerce Commission which show that if a person boarded a train 
and traveled continuously night and day at an average speed of 40 
miles per hour it would take more than 2,100 years for a fatal accident 


to occur to him.” 


ED W. SARGENT, 


President, C sinar ‘oe North Western Railway. 
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Recent Developments in the 
Regulation of Gas Utilities 


How the public service commissions and the courts are dealing 

with various problems involved in the valuation of gas property 

for rate-making purposes, as well as their treatment of taxes, 

donations to charity, payments to affiliated companies, the amount 

of return to which stockholders are entitled, and other questions 
of interest. 


By ELLSWORTH NICHOLS 


EDERAL advances into the area 
| Ee public utility regulation pre- 
sage endless red tape for those 
who have interstate relationships. 
This is far from saying, however, 
that Federal regulation is supplanting 
state regulation. Weighty Federal 
questions must be faced by heads of 
utility systems, but the every-day de- 
tails of public utility regulation af- 
fecting the mass of public utility op- 
erators are now, and are likely to be 
for some time in the future, under 
the control of state commissions. 
Changing views, political and eco- 
nomic, have not affected the funda- 
mental principles of regulation. The 
rule still holds that a gas utility is 
obligated to serve the public and in 
return is entitled to a rate which will 
give it fair compensation. Compen- 
sation is fair when it pays for mate- 
rials and labor used in service and 
pays the investor for the use of his 
property—on present value at the 


time it is being used by the consumers. 

Valuation, accordingly, plays an 
important part in the rate-making 
process. What have recent decisions 
done to the valuation methods? 
Briefly they have continued the estab- 
lished methods for the most part, rec- 
ognized changing price levels, and 
tightened the reins on witnesses who 
are inclined to inject into rate bases 
what the commissions are pleased to 
call fanciful, imaginary, and fictitious 
values. 


‘|= present value of anything is 
what people at present are will- 
ing to pay for it—what it will bring 
in the market. If it is not for sale, 
it is compared with similar property 
which is bought and sold. If it is a 
great aggregation like a public utility 
plant which cannot readily be com- 
pared, we must compare its compo- 
nent parts with similar parts which 
are bought and sold. Market prices 
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of such similar parts are reproduc- 
tion costs. So are the costs which 
would be incurred in bringing them 
together and putting them into a uni- 
fied plant. Total reproduction cost, 
then, is the cost of replacing the en- 
tire plant. 

The decisions show that original 
-cost, although a factor to be consid- 
ered along with reproduction cost, is 
not the proper rate base. Recent de- 
cisions give more force to original 
cost, but they steadfastly adhere to 
the rule that actual present value, de- 
termined by a consideration of pres- 
ent costs, original cost, and other 
factors, is the legal basis of return. 

As often stated, all elements of 
value are to be considered in deter- 
mining fair value, since no formula 
has yet been derived nor any method 
proved infallible. The element of 
judgment still prevails. 


| ge eaten! cost appraisals may 
fluctuate widely because of meth- 
ods used. An assumption of piece- 
meal construction gives a different 
result than the use of wholesale con- 
struction costs. The Texas commis- 
sion disapproved the theory of repro- 
ducing a distribution system upon the 
basis of 50 per cent wholesale con- 
struction and 50 per cent piecemeal 
construction where there was no tes- 
timony that the system was so con- 
structed. The commission assumed 
that the plant would be reproduced 
100 per cent wholesale.’ 

As indicated above, reproduction 
cost of a plant contemplates the use 
of prices currently prevailing for the 
component parts of a plant. When 
such parts are not being used in quan- 
tities, the question arises, what are 


proper prices? On this point it has 
been ruled that price quotations elicit- 
ed for use in a reproduction cost 
estimate with no contemplation of an 
actual sale are by no means indicative 
of what quotations might be if ten- 
dered in the hope of participating. in 
a real transaction.* 

Paving actually cut and replaced 
should be included at present-day 
prices in determining reproduction 
cost of gas mains, it was held in Mis- 
souri.? In Texas an estimate of the 
cost of cutting and replacing pave- 
ment was based upon the paving that 
had been actually cut and replaced 
and the unit costs that the company 
was actually paying at the time of 
valuation, instead of an estimate based 
on unit costs stated to be the amount 
for which contractor would perform 
the work.? 

No error was found in a Pennsyl- 
vania commission ruling which. ex- 
cluded testimony as to borough 
charges on service pipe openings of- 
fered to rebut testimony of an en- 
gineer who did not include such fees 
or charges in his unit cost of the 
distribution system and _ services. 
Most of the mains and service lines 
had been laid before the ordinance 
was enacted or streets paved.* 


(> value, from the earliest days 
of regulation, has been a bone 
of contention. Recently the tendency 
has been to consider going value as 
an element for which no separate 
allowance should be made apart from 
the valuation of public utility prop- 
erty as a going concern. 

Still we find the law stated to be 
that going value must be included in 
the rate base. The concept of going 
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value is not to be used to escape rate- 
fixing authority, but, on the other 
hand, that authority is not entitled to 
treat a living organism as nothing 
more than bare bones. A reduction, 
without basic evidence, of going con- 
cern value which the commission had 
previously fixed after hearing was 
held improper.® 

What evidence indicates the pres- 
ence of going value? Good will, it 
has been uniformly held, is not going 
value. Development cost has been 
given considerable weight as evidence 
of going value. In a Pennsylvania 
court decision it was said that allow- 
ances are made for going concern 
value, not because it represents a past 
loss but because it is a proper develop- 
ment cost, which represents an invest- 
ment, gives vitality to the plant, and 
from which the public receives a 
benefit.* 


HIs court also held that it is er- 

roneous to assume that a lag in 
the development of business can be 
shown only from the books of the 
company. Evidence tending to show 
that a company had been managed 
with more than ordinary skill, it was 
said, would furnish a ground for an 
inference that the company had ac- 
quired a working force of competent 
employees, which is an element to be 
considered, since it helped to make the 


plant something more than bare bones. 
Moreover, expert testimony as to lag 
in development of gas utility business 
as distinguished from a theoretical 
lag cannot be ignored in determining 
the question of going value. 

The Texas commission disapproved 
claims for development cost for pure- 
ly arbitrary amounts not actually paid 
on any definite expenditure,” claims 
for interest on idle plant where the 
estimate was not based on any his- 
torical facts relating to the property, 
and claims for the cost of setting up 
books where the company was en- 
gaged in doing business in several 
towns and was an affiliated company 
with about eight others. The latter 
expense would be nominal and the 
allowance of administrative and legal 
costs was thought ample to take care 
of it.? 


gre depreciation always cuts 
a figure in a valuation case. 
The general rule is that existing de- 
preciation must be deducted in order 
to determine present value.’ This is 
on the assumption that the utility 
company has, or should have, in past 
years charged and taken from the 
business as an expense an amount suf- 
ficient to cover accruing depreciation. 
Such is not the case when the sink- 
ing-fund method of accumulating a 
depreciation reserve is used. Accord- 


e 


to earn a return equal to that generally being made at the 


q “A PUBLIC utility is entitled to such rates as will permit it 


same time and in the same general part of the country on 
investments in other business undertakings which are at- 
tended by corresponding risks and uncertainties, but it has 
no constitutional right to profits such as are realized or 
anticipated in highly profitable enterprises or speculative 


ventures.” 
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ingly, it has been held that where the 
sinking-fund method is followed, no 
deduction can be made for deprecia- 
tion.” 

Following the rule that there must 
be some depreciation figure before 
present value can be determined, it 
has been stated that the present con- 
dition of property must be considered, 
whether or not the company has built 
up a reserve to take care of the actual 
depreciation.® 

An estimate of accrued deprecia- 
tion based on inspection and intended 
to reflect lessened value from physical 
wear, tear, and deterioration, without 
deduction for functional depreciation 
such as obsolescence, inadequacy, or 
public requirements, is said to be too 
narrow a base where full provision 
is made in expense for consumption 
of capital in service, whether result- 
ing from physical deterioration or 
functional causes.* 


Op -egpeencene must be given to 
the apparent good faith of the 
officers of a public utility company in 
their determination that there is a 
reasonable requirement for the use of 
an item of property. A commission 
cannot exclude an item from the rate 
base as not used and useful merely 
because the use of the instrument 
might be dispensed with for the time 
being.* Moreover, the application of 
a percentage reduction to the valua- 
tion of all public utility property of 
a company, on the theory that if the 
use of property falls off by a certain 
percentage then the same percentage 
of the property is not longer useful 
and should be devalued accordingly, 
is fundamentally unsound in theory.® 

Still when property is not used and 


useful it should not be retained in the 
rate base when not required for 
emergency use.* Also natural gas 
customers in a city should not be re- 
quired to pay a rate that will yield a 
fair return upon that part of the sys- 
tem which was overbuilt or that does 
not have as yet the customers con- 
templated, by reason of extensions 
into additions to the city where an- 
ticipation of home construction was 
not realized." 


Arr the determination of a rate 
base upon which the return is 
to be computed, it is necessary to dis- 
cover what operating expenses should 
be allowed in addition to the return. 
Clearly the ratepayers should con- 
tribute towards operating expenses 
enough and no more than enough to 
pay for what is necessary. Donations 
and dues have been blacklisted by 
practically all commissions, although 
in New York under a recent statute 
allowing corporations to make char- 
itable contributions and to treat them 
as a business expense, the commission 
held that it could not compel their 
exclusion from the operating expense 
account.® 

The California commission, al- 
though not declaring absolutely that 
expenditures for donations should be 
excluded, said that claims respecting 
such expenditures should be substan- 
tially restricted because of the abuses 
almost inevitable in allowing for such 
an item.* The United States Su- 
preme Court announced that it would 
not eliminate from the operating ex- 
penses of a utility in appellate pro- 
ceedings items which are claimed to 
be disbursements for charitable and 
other gifts, where the lower court and 
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Present Value Is What People Are Willing to Pay 


ce HE present value of anything is what people at present are 

willing to pay for it—what it will bring in the market. 
If it is not for sale, it is compared with similar property which is 
bought and sold. If it is a great aggregation like a public utility 
plant which cannot readily be compared, we must compare its 
component parts with similar parts which are bought and sold.” 





commission have treated such items 
as proper operating charges.” 


¢ eee to some of the rulings 
during the early years of regula- 
tion, the rule is now well established 
that income taxes must be allowed as 
a charge against ratepayers.* State 
excise taxes as well as other taxes are 
included* but taxes assignable to 
property classified as nonused are ex- 
cluded.™ 

Among the items of expense which 
have been disapproved will be found 
such items as expenditures for trus- 
tees’ services in connection with 
bonds, transfer fees, merchandising 
expenses, unsupported management 
fees,” the cost of duplicate and un- 
necessary work in preparation for a 
rate case, the cost of amortizing un- 
used property, an expense incurred in 
the past for cutting over from arti- 
ficial gas to natural gas,*® and the ex- 
pense of retaining legal firms located 
outside the division to which the ex- 
pense is charged.® 

Although the Ohio commission, in 


examining the reasonableness of rates 
proposed by a public utility, disre- 
garded the item of rate case expense,” 
the Supreme Court has held that a 
gas utility is entitled to an allowance 
of the expense of its successful attack 
upon a rate ordinance before a state 
commission, including charges of en- 
gineers and counsel, in the absence 
of evidence of improvidence, and the 
amount of such allowance may be 
spread over the period during which 
rates are to be effective. In North 
Dakota it was said that the allowance 
as an operating expense of the cost of 
valuation depends upon the final de- 
termination of the reasonableness of 
existing rates, since the public should 
not pay expenses brought about by 
the company’s defense of rates higher 
than reasonable.® 


STATE commission’s action in re- 

ducing an allowance claimed for 
new business expense, without evi- 
dence of inefficiency or improvidence 
in making such expenditures for such 
purpose, was held to be arbitrary.” 
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DEVELOPMENTS IN THE REGULATION OF GAS UTILITIES 


Probably no question is more bitter- 
ly contested in rate cases than that 
of payments to affiliated companies. 
The burden is said to be upon the 
utility to sustain the reasonableness of 
management and supervision charges 
by an affiliated company. 

An amount allowed by a commis- 
sion for management services of a 
related company was held to be fair 
and reasonable when based upon a 
careful scrutiny of the intercorporate 
contract, taking into consideration the 
judgment of the corporate officers, the 
service rendered, and its value and 
necessity, although no evidence was 
furnished to show the cost of the 
service to the management company.‘ 

The California commission after 
stating the rule that intercompany re- 
lations should be scrutinized by the 
commission held that cost, including 
a reasonable return on investment, is 
the controlling factor, and that no 
profit on top of the cost should be 
allowed.* 


department 


Ts Massachusetts 
disapproved part of a payment 
under a management contract of a gas 
company on the ground that the serv- 
ices received could have been per- 
formed directly by the company at 


a lower cost. 


The rule that the burden of proof 
is on the utility company to substan- 
tiate the reasonableness of intercom- 
pany payments has been applied in 
cases dealing with city gate charges 
or payments to producing companies 
for gas. The state regulatory au- 
thorities, it is held, have the power, 
as well as the duty, to investigate 
gas purchase contracts to determine 
whether the charges under such con- 


tracts should be allowed as an operat- 
ing expense.** 

The Pennsylvania commission held 
that it had statutory authority to issue 
a general order requiring all public 
utility companies to place on file tariffs 
governing terms of agreements as to 
wholesale utility supply between util- 
ity companies or between a utility and 
a municipality.” 

The Massachusetts department held 
that contracts for the purchase of gas 
by public utility companies are pri- 
marily under its jurisdiction. It 
would not approve such contracts un- 
til clearly proven beneficial to con- 
sumers.?® 


A PUBLIC utility is entitled to such 
rates as will permit it to earn a 
return equal to that generally being 
made at the same time and in the same 
general part of the country on invest- 
ments in other business undertakings 
which are attended by corresponding 
risks and uncertainties, but it has no 
constitutional right to profits such as 
are realized or anticipated in highly 
profitable enterprises or speculative 
ventures.® 
It is said to be unnecessary to fix 
a rate that just escapes being confisca- 
tory in order that it may be a just 
and reasonable rate to the consumer.” 
The constitutional prohibition against 
the taking of property without due 
process of law contains no exception 
permitting a taking of some property 
or a taking during a limited period 
of time as the result of a rate reduc- 
tion order of a state commission.® 
Gas rate reductions to attract in- 
dustrial customers-have been sustained 
against charges of undue discrimina- 
tion. Objections by competitors have 
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been rejected * and it has been held 
that economic and social conditions 
resulting from a claimed decline in 
employment of coal miners and rail- 
road employees as the result of the 
displacement of coal mined within the 
state by the use of natural gas are 
not factors which can legally be given 
consideration in determining the rea- 
sonableness of such rates.’ 


N the development of the gas in- 

dustry it has frequently seemed ad- 
visable to public utility officers to 
furnish without charge a reasonable 
amount of servicing on customers’ 
equipment. 

So long as such servicing is spread 
with a fair degree of equality among 
all the customers without imposing 
large expense upon customers at large 
for services rendered to particular in- 
dividuals it can be argued that the 
practice is reasonable. There may be 
cases, however, when in the manage- 
rial judgment it may be advisable to 


collect servicing charges ; but a change 
in practice, according to a recent Mis- 
souri commission decision, cannot be 
made without consideration of the 
basis on which rates have been fixed. 

A gas company which had gone 
through a rate proceeding and had 
rates fixed on the basis of operating 
expenses and revenues which, accord- 
ing to the commission, contemplated 
the continuance of free servicing of 
gas appliances, was not allowed by the 
commission to begin charging for 
servicing appliances or equipment. It 
looked to the commission as if this 
change after the rate case amounted 
to an act affecting rates.” 

The routine of gas utility regulation 
by state commissions does not offer 
many startling innovations. It is a 
settled subject in its fundamentals, 
but, like the common law, settled rules 
must ever be applied to new situations 
and the ingenuity of regulatory tri- 
bunals is frequently taxed to find the 
right rule to apply to given facts. 
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Private Enterprise in the 
Gas Industry 


7 


A few of the many natural, manufactured, and mixed 
operating gas utility stations throughout the country, 
constructed and operated by private management. 


This is the ninth of a series of pictorial supplements to PuBtic 
Utrimities Fortnicutty. ZJ/t portrays public service properties 
which contribute to our economic and social development. 


A New England Plant 


A combination water and coal gas plant 


PROPERTY OF CAMBRIDGE GAS LIGHT CO., CAMBRIDGE, MASS. 
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The Marriage of Natural and Manufactured Gas 
1 pumping station where manufactured gas is compressed for mixing 
PROPERTY OF PEOPLES GAS LIGHT & COKE CO., CHICAGO, ILL. 
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Stand-by Service 
This plant was originally installed before the advent of natural gas 
PROPERTY OF SAN DIEGO CONSOLIDATED GAS & ELECTRIC CG., SAN DIEGO, CAL. 
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Serving the Nation’s Capital 
A view taken from the old Georgetown section 
PROPERTY OF WASHINGTON GAS LIGHT CO., WASHINGTON, D. C. 
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Silence May Not Be Golden 


The gas utilities, in the opinion of the author, are 
squarely in the midst of a political storm area, 
whether they realize it or not, and cannot afford to 
remain oblivious to the events which have been 
happening in Washington in the last two years. 


By ERNEST GREENWOOD 


\ N TueN this number of the 
Pusiic Uriities Forrt- 
NIGHTLY comes from the 
press the American Gas Association 
will be gathering in Chicago for its 
seventeenth annual convention. With- 
out doubt there will be the usual for- 
mal speeches about the gas industry, 
its progress during the past year, the 
contributions which it is making to 
the well-being of the nation, improve- 
ments in manufacturing and distribut- 
ing, improvements in gas utilizing 
equipment, and the usual technical dis- 
cussions. There may be a few guest 
speakers from other industries who 
will compliment the gas industry 
on its accomplishments and be com- 
plimented in turn as they are intro- 
duced. 

Is this all that will happen? If so 
it seems to me that both the time and 
the money spent on the convention 
will be largely wasted. If the indus- 
try is not prepared to stick its head up 
and take some very definite and em- 


phatic stand with regard to the events 
which have been happening in Wash- 
ington during the last two years it will 
deserve all that may be coming to it 
and that may be “plenty.” 

For years operators of gas utilities 
have maintained a dignified silence on 
all matters pertaining to politics, the 
New Deal, regulation, the attitude of 
state and Federal governments, and on 
everything else not strictly pertaining 
to the problems of gas production and 
its distribution. Feeling sure that the 
jam in which the electric utilities find 
themselves has been due to “talking 
too much,” they have remained quiet- 
ly in the background hoping that the 
storm might pass them over. It 
doesn’t seem to have occurred to them 
that perhaps the present troubles of 
the electric utilities are due to their 
failure to talk enough and that now 
they are trying to lock the stable door 
not only after the horse has been 
stolen but after it has been driven 
across the line into another country. 
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A a matter of fact the gas utilities 
are squarely in the middle of the 
storm whether they realize it or not. 
They are just as much in the middle 
of it as the coal industry, the oil 
industry, and every other industry 
which is or will be affected by the gov- 
ernment’s public utility policy. They 
may not have been attacked specifical- 
ly as public utilities but they are being 
attacked in many other ways—ways 
which are as hidden and as insidious 
as indirect taxes. 

It is hardly possible that they have 
not heard of the government’s great 
“conservation” plans, the latest bally- 
hoo to take the place of flood control, 
navigation improvement, national de- 
fense, reclamation, etc., as the alibi for 
the development of government 
owned and operated hydroelectric 
projects. It is hardly possible that 
they have not heard of the strenuous 
efforts which are being made by the 
Tennessee Valley Authority to turn 
domestic consumers from gas to elec- 
tricity for cooking and water heating. 
It seems hardly possible that they can 
fail to realize what a vast net-work 
of government owned and operated 
hydroelectric plants supported by 
steam stand-by plants (there will have 
to be some steam stand-by plants) 
means to their business. 

If the government, ignoring the bur- 
den it may place on the taxpayer, is de- 
termined to produce an unlimited sup- 
ply of electric light and power to sell 
at a price which will put the privately 
owned electric light and power indus- 
try entirely out of business it will sell 
it so cheaply that it will put the gas 
industry out of business. Electricity 
will take the place of gas for house 
heating, cooking, water heating, and 


all other domestic purposes. Gas 
ranges and gas refrigerators will be- 
come merely museum pieces. Mayor 
La Guardia’s dream of putting the 
Consolidated Gas Company of New 
York and its four associated electric 
light and power companies on the spot 
and taking it for its last long ride will 
have come true on a nation-wide scale. 
And much of the blame will be at- 
tached to the reluctance of the gas in- 
dustry and many other large scale in- 
dustries to join with the electric utili- 
ties in their fight for life with the 
radical forces in Washington. 


W™ does it mean if the gas in- 
dustry hits the long, long trail in 
company with the electric light and 
power industry? 

Most of the discussion revolving 
around the present controversy be- 
tween the Federal administration and 
the utilities has been confined to the 
electric utilities and the fact that a few 
million thrifty American citizens have 
contributed about 14 billion dollars to 
make them what they are today. But 
the gas industry which is much older 
than the electrical industry—it is now 
more than 100 years old—is made up 
of 2,000 companies serving 15,000,- 
000 customers and represents an in- 
vestment of nearly 5 billion dollars en- 
trusted to it by more than 3 million 
people. In other words, when we talk 
about the utilities being on the spot 
we must talk about 19 billion dollars 
and not 14 billion dollars. Is the gas 
industry to be just one of the innocent 
bystanders in this war on the electric 
utilities ? 

Not at all. We must not forget, 
says the conservation faction in the 
New Deal scheme of things, that the 
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SILENCE MAY NOT BE GOLDEN 





Gas Industry’s Interest in Federal Power Policies 


~— the government, ignoring the burden it may 
place on the taxpayer, is determined to pro- 
duce an unlimited supply of electric light and power 
to sell at a price which will put the privately owned 
electric light and power industry entirely out of busi- 
ness it will sell it so cheaply that it will put the gas 
Electricity will take the 
place of gas for house heating, cooking, water heat- 
ing, and all other domestic purposes.” 


industry out of business. 








gas industry is a great consumer of 
coal. Coal must be conserved even 
though it may mean the destruction— 
or nationalization a la the Guffey act 
—of the coal mining industry. If we 
keep on with our reckless use of coal 
the last clinker will be raked out of 
the furnace by about 1964. What is 
the actual situation? 


O* January 1, 1934, we had more 
than 74 billion tons of anthracite 
and 1,617 billion tons of bituminous 
coal available not including more than 
600 billion tons of bituminous more 
than 3,000 feet under the ground 
which improved methods of mining 
will recover in the future. This seems 
like a lot of coal. 

Without going any further into 
statistics it has been estimated by the 
best authorities that at the present rate 
of consumption our anthracite will 
last about 115 years and our bitumin- 
ous coal about 3,434 years. The gas 
industry and the electric light and 
power industry combined consume ap- 
proximately 48 million tons of 
bituminous coal a year or about one 
fifteenth of the total production. The 
amount of anthracite which they use 


is not important. So when the New 
Dealers argue that one of the reasons 
for establishing a vast government 
owned and operated hydroelectric sys- 
tem is to conserve the coal now being 
used by the electric light and gas utili- 
ties we are brought face to face, once 
more, with the reductio ad absur- 
dum. ‘The taxpayers are asked to 
spend billions upon billions of dollars 
which they haven’t got in order to 
prepare for some obscure catastrophe 
which may happen around the year 
5,400 a.v. At the same time they are 
asked to acquiesce in the destruction 
of the privately owned public utilities 
—worth about 19 billion dollars—as 
well as the destruction of a very con- 
siderable market for the coal industry. 


Ch. demonstrate just what the ad- 
ministration’s fight on the public 
utilities as well as upon various other 
industries really means it is necessary 
to take a concrete case—the Tennessee 
Valley Authority. We find, for ex- 
ample, that the steam generating 
plants of the southeastern companies, 
which have constituted 40 per cent of 
their capacity, practically idle because 
at the request of the government they 


563 








have been shut down so that the com- 
panies might purchase power from 
Wilson dam paying an amount equal 
to what it would have cost them to 
generate by steam. 

The result is the abandonment of 
plants which cost millions of dollars 
all to no purpose except to provide a 
market for government generated 
electricity. This adds to unemploy- 
ment—the employees of these steam 
plants found themselves in the ranks 
of the unemployed. It wiped out a 
substantial market for coal. It re- 
duced the freight receipts of the rail- 
roads carrying coal to these plants. 

All of these items are important for 
if the government’s plans are carried 
out to their ultimate conclusion they 
will be multiplied hundreds of times. 
Every million tons of coal mined, 
transported, and distributed, represent 
in the aggregate one million work 
days or steady work for a year of 300 
days for approximately 3,335 men. 
Every million tons of coal displaced 
by hydroelectric power means the loss 
of one million work days each year 
and in perpetuity. In the generation 
of hydroelectric power every million 
kilowatts (year) represents 6 million 
tons of coal, or steady employment 
300 days a year for more than 20,000 
men. The 48 million tons of coal con- 
sumed by the private utilities—gas 
and electric—represent steady employ- 
ment 300 days in the year for approx- 
imately 160,000 men. 


HE coal industry, as represented 
by the National Coal Association, 
is the one industry which has, without 
hesitation, joined in with the electric 
utilities in their fight for life. It may 
have a selfish motive, it may be just 
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trying to “save its own skin,” but the 
fact remains that it has had intelli- 
gence enough to realize what the con- 
summation of the government’s water- 
power development program means to 
owners of securities representing bil- 
lions of dollars invested not only in 
the electric utilities but in the gas utili- 
ties, in mines, in railroads, in oil com- 
panies, and in a great variety of other 
business enterprises. And, it had in- 
telligence enough to know that the 
fight was just as much its fight as it 
is the fight of the electrical industry. 
What has the National Coal Associa- 
tion had to say about its position? 


It is conceded that this projected addition 
of huge blocks of government subsidized 
hydroelectric power in areas where exist- 
ing power plants have capacity far in ex- 
cess of present consumption or demand 
must inevitably be inimical to the coal 
industry. It is self-evident that as a con- 
sequence the market for coal will be severe- 
ly curtailed and in some areas quite prob- 
p Fr utterly destroyed. The advocates of 
the government’s power promotion schemes 
are politely regretful of this impending dis- 
aster to coal but view it as no more than a 
minor incidence in the process of electrify- 
ing America via the United States Treas- 


i one disputes electricity’s beneficence 
nor opposes its increased use whenever and 
wherever it is honestly economically su- 
perior to other agencies, or supplementary 
to them. To charge that the critics and 
opponents of the present water-power pro- 
motion program are opposing the spread of 
the use of electricity is rank misrepresenta- 
tion. To answer the indictment which the 
coal industry has brought against this pro- 
gram by simply labeling the program prog- 
ress and saying that hence any opposition 
to it is opposition to progress is to beg the 
question and obscure the issue. 


HERE is nothing ambiguous about 

that language. No public utility 
“propagandist” could state it with 
more force. The coal industry knows 
that if the government’s program is 
consummated it means the annihila- 
tion of hundreds of coal mines upon 
which entire communities depend for 
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their support. It knows that it is not 
a small “capitalistic’ group which 
would suffer, as the government’s 
propagandists would have us believe, 
nor is it the millionaire whose pocket- 
book is pinched. It is the worker and 
the average man whose small savings 
are invested, either directly or through 
banks and insurance companies, who 
is the final loser. 

If it were possible to say that the 
government’s program and the wider 
use of electric light and power bore 
any relation to one another it might 
be possible to argue that the move- 
ment represents progress. If these 
hydroelectric projects which the 
American taxpayer is being called up- 
on to finance to the extent of billions 
of dollars were, by the widest stretch 
of the imagination, economically 
sound or justifiable from a social 
point of view, we might look upon 
them with equanimity even though we 
squirm under the back-breaking bur- 
den placed upon this and countless 
future generations. But they are not. 
They are just so much waste and fol- 


ly 
b fos ago the Southern California 
Edison Company announced that 
it would develop no more water power 
in the state—it could generate electric- 
ity with steam plants using cheap fuel 
oil and natural gas cheaper than it 
could generate with water even 
though water does run down hill and 


e 


apparently costs nothing. Yet the 
government marched bravely ahead, 
building Boulder Canyon dam, creat- 
ing generating facilities for an area 
that already has more generating 
facilities than it knows what to do 
with, and to what end? 

Of course, there has been the usual 
camouflage of flood control, reclama- 
tion, water supply, etc., but the facts 
are that the government is going to 
transmit hydroelectric power 250 
miles to compete with a privately 
owned and operated public utility 
which can generate electricity with 
steam cheaper than it can be generated 
by a water power in its own back yard. 
We may conserve a little fuel oil and 
a little natural gas and we may do 
some kind of a social uplifting job in 
the Imperial valley just as we are sup- 
posed to be doing a social uplifting 
job in the Tennessee valley but will it 
be worth the destruction which seems 
to always accompany this sort of 
political conservation? The only an- 
swer is that it will be just one more 
peg in the coffin of the public utilities 
and one more step toward the destruc- 
tion of all individual initiative and pri- 
vate enterprise. 


B October, 1934, the administra- 
tion had the taxpayers committed 
to an expenditure of three quarters of 
a billion dollars on its power program 
with the promise that this would run 
into several billion dollars by the time 


New Deal scheme of things, that the gas industry is a great 


q “We must not forget, says the conservation faction in the 


consumer of coal. Coal must be conserved even though it 
may mean the destruction—or nationalization a la the 
Guffey act—of the coal mining industry.” 
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the complete program is completed. 
These commitments, it should be un- 
derstood, are exclusive of the St. 
Lawrence river development, Santee 
Cooper (S. C.) Central valley, 
(Cal.), Passamaquoddy, Missouri 
Valley Authority, Wabash Valley Au- 
thority, Arkansas River Authority, 
etc. The public may not know it but 
we are going to have the Tennessee 
Valley Authority reproduced all over 
the map if the President has his way. 

In the areas where construction 
work has already started nearly 3 bil- 
lion dollars have been invested in the 


privately owned utilities. The present 
excess generating capacity (allowing 
for a 50 per cent load factor) ranges 
from 45 per cent to 209 per cent with 
an average of 84 per cent. When the 
government gets through with this 
first step in its program there will be 
an average excess available of 124 per 
cent. 

No matter what the administration 
may call it, the plan is nothing but a 
scheme to ruin the utilities and in- 
cidentally one or two other industries 
in the first great offensive in the war 
on the profit and loss system. 








Odd Facts about Gas Service 


Gas obtained from sewage is being used to operate a small electric 
light and power plant serving municipal needs in an Indiana city at 
a reported cost of less than 40 cents a week. 


REvERSING the foregoing process, however, officials of the Ontario 
Hydro Electric Commission, facing a problem of utilizing surplus 
power, particularly during off-peak hours, are considering electric 
processes whereby artificial gas might be manufactured through oxygen- 


hydrogen disintegration of water. 


Unper the new American S 


* 
Requirements for gas water 


tandard 
heaters (effective Jan. 1, 1935), a tested thermal efficiency of 70 per 
cent is specified—an increase of 5 per ent over former standards. 


Ir is against the law of Arkansas (according to an opinion by its 
attorney general) to establish a plant for extracting “carbon black” 
from natural gas even though the gas might be piped in from Louisiana 


or other outside points. 
of the gas is given as the reason. 


Illegal waste in dissipating the heating value 


* 


“RuRAL gassification” is reported to be the purpose of a promotional 
scheme seeking Wall Street financing of a butane process for capturing 
natural gas now being wasted in Texas and other oil fields. Overtures 
are said to have been made for Federal aid in rural distribution of 
the product along lines somewhat analogous to the Rural Electrification 


Administration. 
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Better and Safer Appliances 
for Gas Customers 


American Gas Association Laboratories celebrate dec- 
ade of testing and certifying gas burning equipment 


By R. M. CONNER 
DIRECTOR OF TESTING LABORATORIES 


HE public utility, by the very na- 
Tes of the activity in which it is 
engaged, must accept as its basic 
responsibility unfailing service to the 
public. The trade association of an 
industry, in turn, pledges first allegi- 
ance to the welfare of the particular 
field of enterprise in which its mem- 
bers are engaged. Logically, there- 
fore, the obligations of a trade group 
which counts public utilities in its 
membership are twofold. The Ameri- 
can Gas Association, national trade 
association of the gas industry of 
the United States, phrases these ob- 
ligations in the first clause of its con- 
stitution : 
To promote and develop the gas industry 
to the end that it may serve to the fullest 
" peaee extent the best interests of the pub- 
An outstanding step in serving the 
best interests of the public was taken 
ten years ago by the American Gas 
Association, when it undertook in be- 
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half of both the gas industry and its 
customers a far-reaching program of 
testing and certification for all types 
of gas appliances and their’ acces- 
sories. It is universally recognized 
that this codperative effort has en- 
joyed unusual success. It has to its 
credit the most important accomplish- 
ments in the field of consumer goods 
standardization that have thus far 
been brought about. It has brought 
into being and prominence the largest 
and most completely equipped gas ap- 
pliance testing laboratory in the 
world. It has proved so helpful to 
gas consumers that at the present time 
well over 90 per cent of all the do- 
mestic appliances sold in the United 
States and Canada bears the insignia 
of American or Canadian Gas Associ- 
ation approval. And it has probably 
contributed more than any other fac- 
tor to the marked developments of 
gas-consuming equipment that have 
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occurred during the past decade. 

This certification program of the 
American Gas Association and its in- 
strument of operation, the associa- 
tion’s testing laboratories, are both 
ten years old this year. The time is 
propitious for explanation of opera- 
tions, reviews of progress, and analy- 
ses of prospects for the future. 


HE association was extremely 
fortunate in having available, 
prior to the inauguration of its appli- 
ance testing and certification program, 
a wealth of experience accumulated by 
utilities and manufacturing companies 
which had maintained gas appliance 
laboratories of their own for many 
years. There were also in existence 
at that time certain standards for ap- 
pliance performance and construction 
which had been developed by prede- 
cessor organizations. Upon this back- 
ground of experience it was possible 
to build soundly—to plan and direct 
the operations of a testing laboratory 
for gas equipment second to none. 
Furthermore, in 1915, the task of 
preparing a nationally acceptable gas 
safety code, a manual setting forth 
the fundamental principle governing 
gas utilization, had been undertaken 
by a committee representing the Na- 
tional Bureau of Standards and two 
major associations of the gas industry 
later consolidated into the American 
-Gas Association. By 1925, when the 
A. G. A. certification program was 
launched and testing laboratory opera- 
tions begun, this gas safety code had 
been thoroughly worked out and had 
won universal endorsement by having 
been approved as a tentative American 
engineering standard by that leading 
national agency of standardization 


now known as the American Stand- 
ards Association. 


HIS gas safety code served as a 

foundation upon which the vari- 
ous sets of requirements to be met by 
tested equipment could be formed. 
Thus, experience, certain existing but 
embryonic standards, and the gas 
safety code constituted the raw ma- 
terials from which has been fash- 
ioned, by further study, exhaustive re- 
searches and the outstanding codpera- 
tion of our member companies, the 
now familiar and esteemed American 
Gas Association program of labora- 
tory certification for gas burning ap- 
pliances and their accessories. 

Since its modest beginning the as- 
sociation’s testing laboratories have 
grown until today they are the largest 
of their kind in the world, represent- 
ing a total capital investment approxi- 
mating $500,000. Both units, one in 
Cleveland and one in Los Angeles, are 
equipped with the most sensitive and 
accurate scientific instruments for 
testing and research purposes which 
can be obtained in the field. Many of 
these have been developed by the 
laboratories’ engineers. The staff is 
comprised of forty-four experienced 
engineers and secretarial assistants. 

From coast to coast the work of the 
laboratories has been encouragingly 
acclaimed, and its procedures have 
been copied in several foreign lands. 
Its contribution to the gas industry of 
the United States and to its customers 
has been great. However, before 
these matters are further considered, 
it will be well to outline the exact na- 
ture of its activities. 


HE testing and certification work 
of the laboratories, apart from 
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Standardization for Benefit of Consumers 


ee HE gas industry was one of the first 

great business enterprises in the country 
to attempt a complete program of standardiza- 
tion of consumer goods, and it has so execut- 
ed this program that it is unique in the annals 
of American business. Few other industries 
can boast a testing and certification program 
which is so thorough, so impartial to specific 
interest, so widely accepted, and so obviously 
in the public interest as that of the gas in- 


dustry.” 





certain administrative aspects, logical- 
ly falls into four principal classifica- 
tions : 

1. Development of engineering standards 
by which the suitability of appliances and 
accessories may be judged; 

2. Conduct of research to secure funda- 
mental knowledge for use in the preparation 
and revision of such standards; ; 

3. Testing of appliances and accessories 
to determine their compliance with these 
standards; 

4. The certification of those fully meet- 
ing such requirements, and regular inspec- 
tion of production models at the manufactur- 
ers’ factories to insure exact and continued 
compliance of all merchandised goods with 
the association’s requirements. 

The development of standards is a 
function of the American Gas As- 
sociation’s approval requirements 
committee. Comprising this body are 
representatives not only of the indus- 
try itself, such as appliance manufac- 
turers and gas companies, but also 
governmental bureaus, other trade as- 
sociations, technical societies, and 
home economics groups, as well as 
several other national organizations 
having a direct or indirect interest in 
the utilization of the products and 
services of the gas industry. This 
group also functions as a sectional 
committee of the American Standards 


Association, the foremost standard- 
ization agency in America, and to 
which has been delegated much of the 
commercial standardization work for- 
merly conducted by the National 
Bureau of Standards. Technical de- 
velopment of these requirements rests 
largely with the 33 subcommittees of 
the approval requirements group, each 
of which is responsible for a separate 
type of appliance or accessory. The 
membership of these subcommittees 
totals approximately 284 representa- 
tives who are eminently qualified for 
such work and recognized as national 
authorities. 


ues this careful committee pro- 
cedure, approval or listing re- 
quirements have been prepared for the 
performance and construction of 28 
separate and distinct classes of gas 


appliances and accessories. Gas 
ranges, water heaters, furnaces, boil- 
ers, floor furnaces, radiant heaters, 
circulators, unit heaters, gas-steam 
and hot water radiators, hotel and 
restaurant ranges, industrial gas boil- 
ers, gas refrigerators, clothes dryers, 
gas heated ironers, incinerators, pri- 
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vate garage heaters, hot plates and 
laundry stoves, hair dryers, flexible 
gas tubing, thermostats, pressure reg- 
ulators, burner valves, draft hoods, 
conversion burners, relief and auto- 
matic shut-off valves for water heat- 
ers, semirigid gas appliance tubing 
and fittings, automatic main gas-con- 
trol valves, and thermostatic pilots, all 
are covered by appropriate sets of 
standards. In addition, two sets of 
standards covering the proper installa- 
tion of house piping and appliances, 
and conversion burners, have been 
completed under this procedure. It is 
extremely significant that 24 of these 
gas appliance, accessory, and installa- 
tion standards have been approved by 
the American Standards Association 
and have been published as American 
Standards. Similar recognition has 
been accorded no other class of 
domestic appliances. 


A’ a result of the rapid strides made 
in the design and manufacture 
of gas burning equipment and acces- 
sories during the past decade, it has 
been necessary to revise each of these 
sets of standards frequently so that 
they may be kept abreast of develop- 
ments. A further objective in the 
continual revision of these require- 
ments is to strengthen and augment 
them so that the significance of the as- 
sociation’s laboratory approval seal 
. which must be displayed on every ap- 
proved product will increase from 
year to year. For this purpose meet- 
ings are held semiannually, or more 
frequently in certain cases, by the ap- 
proval requirements committee as well 
as by each of its many subcommittees. 


NX least sessions revisions proposed 
by either men in the industry, in- 
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terested external agencies, the labora- 
tories, or committee members them- 
selves, are discussed at length and 
carefully considered. Frequently, 
subcommittees find it necessary to 
conduct surveys or provide for 
special laboratory studies before 
a sound final decision may be 
reached. Even thereafter, revisions 
must be printed and submitted to the 
entire industry for criticism and com- 
ment over a reasonable period of time, 
reconsidered in the light of responses 
received, and completely approved by 
the A. S. A. sectional committee, proj- 
ect Z21, A. G. A. approval require- 
ments committee, and subsequently 
by the American Standards Associa- 
tion, before they become officially 
adopted. All manufacturers affected 
are then notified and the new clauses 
made effective for enforcement at 
some specific date in the future. The 
procedure employed in the formula- 
tion of new requirements is quite simi- 
lar. Thus, continued but thorough- 
going modernization of specifications 
is made possible without working un- 
due hardships upon appliance builders. 


ion amount of study is, of 
course, involved in the prepar- 
tion of such nationally recognized 
standards. Moreover, considerable 
investigational work must be complet- 
ed to apply to necessary information. 
Much of this study and research is as- 
signed to, and conducted by, the as- 
sociation’s testing laboratories, al- 
though in some instances special prob- 
lems have been undertaken by other 
organizations, particularly the Nation- 
al Bureau of Standards. Since the lab- 
oratories’ inception it has completed 
over 300 specific research projects for 
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the guidance of requirements commit- 
tees. These investigations have 
ranged all the way from determina- 
tions of the effective life of hundreds 
of varieties of gas burner valves to 
studies of the proper type of test gases 
to be most representatively employed 
during different approval testing op- 
erations. In fact, these investigations 
have covered almost every known 
phase of gas appliance construction 
and performance and have unques- 
tionably had, as will be pointed out 
later, a pronounced effect in improv- 
ing the quality and performance of 
modern gas appliances. 

The actual testing of appliances and 
accessories for compliance with ap- 
proval and listing standards is a huge 
task even in the modern laboratories 
established and equipped for such 
purposes. For example, a gas range 
must be subjected to, and comply 
with, over 275 separate tests before 
approval may be granted on it. 


- Ggagy oneme with these standards 
as determined by test signifies 
that an appliance will in every particu- 
lar provide safe, efficient, convenient, 
and long service. Appliances meeting 
such requirements will also possess de- 
sirable characteristics from the stand- 
point of ease of servicing and mainte- 
nance which, in the final analysis, con- 
stitutes a further contribution to 
economical service. It is noteworthy 
that 99.8 per cent of all appliances 


submitted for approval fail to comply 
with the requirements in one or a 
number of respects when first tested 
and require changes or redesign be- 
fore approval can be granted on them. 
Yet more than 90 per cent of all the 
gas appliances sold in this country and 
Canada bear the laboratory seal of ap- 
proval. It can only be concluded that, 
in almost every instance, the display 
of the laboratory seal designates a bet- 
ter appliance than would otherwise 
have been the case. 

The laboratory’s program also af- 
fords an additional safeguard in that 
it maintains an elaborate system of 
inspection whereby the products of 
each manufacturer of approved goods 
are checked at least once each year 
on the factory assembly line and by 
a laboratory representative to insure 
the maintenance of identical perform- 
ance and constructional characteristics 
possessed by the model actually: tested 
at the laboratories. Formerly, ap- 
proval was continued indefinitely 
from year to year on those certified 
appliances which were found by in- 
spection to be satisfactory. Recently, 
however, a plan of considerable sig- 
nificance was inaugurated which, in 
effect, will require retesting of appli- 
ances every five years to insure their 
compliance with current modern 
standards. 


. is apparent certainly that from the 
first research and contemplation 


e 


encouragingly acclaimed, and its procedures have been 


q “From coast to coast the work of the laboratories has been 


copied in several foreign lands. Its contribution to the gas 
industry of the United States and to its customers has 


been great.” 
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leading to the formulation of require- 
ments to the final inspection of manu- 
factured products approved in accord- 
ance with nationally recognized engi- 
neering standards, the American Gas 
Association has established and main- 
tained a complete, workable, and strict 
testing and certification program dedi- 
cated exclusively to the best interests 
of the gas industry and the customers 
it serves. A few outstanding aspects 
of the contributions made by this pro- 
gram of self-regulation in its ten 
years of existence, to gas consumers 
and business interests in the gas in- 
dustry, have already been touched up- 
on. Certain additional facts and 
statistics, however, might well be re- 
viewed to emphasize the point. 

Today more than 24,000 models 
and types of appliances of the 28 
varieties for which standards now ex- 
ist have been certified, and as a result 
millions of gas appliances display the 
laboratory seal of approval. Purchas- 
ers of domestic gas burning equip- 
ment throughout the country use that 
emblem as a guide in buying. 


M*s Aubyn Chinn, chairman of 
the home economies in the busi- 
ness section, American Home Eco- 
nomics Association, for example, stat- 
ed last summer over a nation-wide 
radio hook-up that 


The consumer is always glad to know any 
simple standard by which she can judge, 
and even further than that she likes to read 
in advertising the facts behind that stand- 
ard. For instance, I am thinking of the 
American Gas Association. Their committee 
on standards has listed a number of funda- 
mental points in the manufacture of a stove 
which must be present if the standard seal 
of that industry is to be placed upon that 
piece of equipment. This emblem repre- 
sents the judgment of the best engineers in 
this field. The consumer knows that she 
can trust their judgment. She likes to be 
told about this standard. The consumer 


does not wish to buy with the feeling that 

unless she watches out for every item, she 

is going to be exploited or cheated. 

It is significant, further, to observe 
that ever since 1926 the American Gas 
Association has urged the sale by its 
member companies of only approved 
types of domestic gas burning equip- 
ment. At the present time practical- 
ly every gas company on the North 
American Continent confines its sales. 
exclusively to such types. Further- 
more, many commercial and merchan- 
dising organizations have gone on rec- 
ord stating that their members would 
make a practice of merchandising only 
American Gas Association approved 
products. Included among these are 
such organizations as the Master 
Plumbers’ Association and the Na- 
tional Hardware Dealers Association. 


| 1931 a codperative merchandising 
program was promulgated by the 
American Gas Association between 
public utilities and gas appliance deal- 
ers throughout the United States. 
Eleven basic principles were set forth 
in this plan, the first of which stated: 
“Gas appliances offered for sale shall 
bear the seal of approval of the 
American Gas Association Testing 
Laboratory.” Incidentally, these prin- 
ciples were adopted by the Pennsyl- 
vania Utilities Association, the Mis- 
souri Association of Public Utilities, 
and other affiliated organizations, as 


well as by the great majority of the © 


gas companies and gas appliance deal- 
ers. 


pe margnin many state and mu- 
nicipal regulatory bodies have fora 
number of years been active in adopt- 
ing statutes and ordinances which in 
effect specify that only American Gas. 
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Laboratory Seal a Guide to Buying 


“ more than 24,000 models and types of appliances of 

the 28 varieties for which standards now exist have been 

certified, and as a result millions of gas appliances display the lab- 

oratory seal of approval. Purchasers of domestic gas burning 

equipment throughout the country use that emblem as a guide in 
buying.” 





Association approved gas appliances 
may be sold and installed in the re- 
spective territories under the jurisdic- 
tion of such authorities. 

It is only logical that the utilities, 
regulatory bodies, appliance sales 
groups, and gas users of the United 
States should hold approved equip- 
ment in high esteem. Let us consider 
briefly the improvement in appliances 
made during the past decade as a re- 
sult of the laboratory’s activities. 


y . psaengeaquenes $450,000 has been 
spent in research at the labora- 
tories, well over half of which has 
directly concerned the construction 
and performance features of domestic 


gas appliances. Some 25,000 models 
of appliances have been approved ; and 
since in all but two tenths of one per 
cent of these cases the manufacturers 
of the equipment tested have been re- 
quired to effect improvements in de- 
sign or construction, large or small, 
before certification is granted, the ex- 
penditure of vast sums for the better- 


ment of gas consuming equipment has 
directly resulted from the laboratory’s 
testing operations. It is estimated 
that such activities have been respon- 
sible for an investment of approxi- 
mately six million dollars on the part 
of coéperating manufacturers. 

By way of illustration, note the dif- 
ferences in efficiency between the 
products of the period of 1926 to 
1928 and the appliances of 1934. Ac- 
cording to the laboratory’s records of 
test, the average efficiencies of gas 
ranges (top burners only) have in- 
creased 21.2 per cent during the 7- 
year interval indicated, the average 
efficiencies of water heaters 5.9 per 
cent, of gas space heaters 2.9 per cent, 
of warm air furnaces 2.7 per cent, 
and of boilers 1.3 per cent. 

But efficiency is not all. Gas appli- 
ance safety, convenience, strength, 
durability, and appearance have all 
profited from the laboratory’s work. 
More and more-do A. G. A. require- 
ments embody clauses covering items 
other than safety and minimum effi- 
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ciency. Since 1928 the number of 
stipulations in the various sets of ap- 
pliance and accessory standards which 
concern matters of convenience, ap- 
pearance, strength, and so on, have 
doubled and trebled. Contrast the 
“modern” range of 1927 with the 
“modern” range of today. It is no 
wonder indeed that laboratory ap- 
proval is rapidly becoming the first 
and most important consideration in 
the purchase of a gas appliance, as it 
unquestionably should be. 


_ is, of course, impossible definitely 
to evaluate the benefits by way of 
increased gas sales resulting from the 
laboratory program as outlined here- 
in. However, we are convinced that, 
in the absence of a self-regulatory 
program such as our industry has 
been imposing for the past ten years, 
our industry would have suffered 
more severely from inroads of compe- 
tition and would stand less favorably 
in the eyes of the American public 
than it does at the present time. 

The gas industry was one of the 
first great business enterprises in the 
country to attempt a complete pro- 
gram of standardization of consumer 
goods, and it has so executed this 
program that it is unique in the annals 
of American business. Few other in- 
dustries can boast a testing and cer- 
tification program which is_ so 
thorough, so impartial to specific in- 
terests, so widely accepted, and so ob- 
viously in the public interest as that 
of the gas industry. P. G. Agnew, 
secretary of the American Standards 
Association, recently stated in a com- 
munication to R. B. Harper, who is 
the chairman of the A. S. A. section- 
al committee, Project 221, A. G. A. 


approval requirements committee: 


This work on gas appliances constitutes 
the most important job in the standardiza- 
tion of customer goods which has yet been 
done under the auspices of the American 
Standards Association and it seems to me 
to go a long way towards proving that such 
cooperative efforts are a paying proposition 
A producers, consumers, and _ utilities 
alike. 


| ignp-naganen proof of the desirability 
of the association’s system may be 
found in the degree to which it is be- 
ing copied abroad. The Canadian 
Gas Association, of course, is actually 
affiliated with the American Gas As- 
sociation and shares its facilities for 
testing, approval, and the formulation 
of requirements. Recently much in- 
terest in the American plan has been 
displayed by Australian, Russian, and 
Japanese gas interests, and it is pos- 
sible that these countries will adopt 
procedures similar to ours in testing 
and certifying gas appliances. In 
Holland, Belgium, Switzerland, Den- 
mark, Sweden, Poland, and France, 
programs for appliance certification 
are already in force. In all seven 
cases the programs have been set up 
since 1925 and in several particulars 
seem to have been copied from the 
American Gas Association’s plan. 
Only in Great Britain and Germany 
is regulation of appliance construction 
and performance practiced in a man- 
ner dissimilar to ours. The American 
program seems to have pointed the 
way for the world. 

The American Gas Association has 
reason for particular pride in the 
achievements of its laboratory, par- 
ticularly during the past few years. 


NM a time when most industries 
were sharply curtailing expendi- 
tures, the association’s facilities for 
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gas equipment testing have been ex- 
tended and enlarged so that they 
might better serve the industry and 
its customers. The establishment of a 
completely equipped branch in Los 
Angeles, the instigation of a complete 
program of cooperation with the 
American Standards Association re- 
’ sulting in the publication of 24 sets of 
requirements as American standard, 
and the entry of the certification pro- 
gram in the gas appliance accessory 


varieties of appurtenances may now 
be listed, are just a few of the accom- 
plishments of this depression era. 

In the brief span of one decade a 
unique program of continuing self- 
regulation in the consumers’ interests 
has been conceived, launched, and per- 
fected by the gas industry of the Unit- 
ed States. That program has been 
startlingly successful. Its materiali- 
zation and embodiment is in the test- 
ing laboratory in Cleveland and its 


field so completely that all important branch in Los Angeles. 





Foreign Countries Get Kilowatt Conscious 


A interesting Mexican experiment is said to have grown out of 
the “new economic tendencies of the Mexican government and 
The general idea is to supply 
cheap electricity for light, heat, and power to members of a new co- 
Operative in the city of Mexico and eventually in the central and 


its nationalistic aim for self-sufficiency.” 


southern portions of the Republic. The basis of the plan is to have 
every consumer a shareholder within the radius of the codperative’s 
operations, thus giving him a self interest in the success of the venture. 
Depending on such popular support, more than half of a $5,000,000 
subscription has been paid in and ground has been broken in the heart 
of Mexico City for distribution from a 4,000 horsepower plant now 
nearing completion. 

Flood control in North China and hydroelectric development will 
change the picture of deserts and famines, according to Major O. 
Todd, chief engineer of the China International Relief Commission. 
Already $25,000,000 has been contributed for a project to irrigate 
the Wei Pei district of Shensi and Suiyan provinces, and impounding 
surplus flood wastes. Plans involve harnessing the Yellow river which 
in the last forty-two centuries has been roaming all over the country. 
Teintsin, once on the banks of this river, is now 150 miles away. 
Some variations in the former river beds are as far apart as 400 miles. 

The Bolivian government has signed a contract with the Hochschild 
Company for the construction of a vast hydroelectric plant at the 
celebrated Titicaca lake, 12,500 feet above sea level. The $25,000,000 
job will take five years and includes the building of mineral smelters 
and irrigation facilities for neighboring agricultural areas. The plant 
will supply power, not only for all of Bolivia, including the electrifica- 
tion of her railroads, but also for neighboring countries.- Because of 
a lack of coal in that territory, the hydro development is sorely needed. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Jupson KiInc 
Director, National Popular 
Government League. 


Harotp L. Ickes 
Secretary of the Interior. 


Editorial statement 
The Coiumbia (S. C.) Record. 


Heywoop Broun 
Newspaper writer. 


Joun E. RANKIN 
U. S. Representative from 
Mississippi. 


CARLISLE BARGERON 


Washington newspaper columnist. 


U. S. SENATOR 
Burton K. WHEELER 
Statement as Counsel for Cuban 
Bondholders’ Committee. 


Epwarp F. McKay 
Manager, Oklahoma Utilities 
Association. 


—MONTAIGNE 


“It is high time for the folks back home to start 
some investigations of their own and not depend wholly 
upon Washington.” 


> 


“Tllinois could have afforded to pay a pretty stiff 
price to have gotten rid of Insull. It might even have 
built him an Acropolis.” 


¥ 


“If there is any abandonment of the Quoddy project, 
it seems a safe guess that it is not likely to occur until 
after Maine has cast its presidential vote in September, 
1936.” 

a 


“The utilities have not only meddled in state and 
national legislative halls but they have corrupted colleges 
and have been a heavy factor in the impairment of the 
integrity of the news.” 

- 


“We can no more afford to compromise with the 
power trust that is now overcharging the American peo- 
ple $1,000,000,000 a year for electric lights and power 
than we can afford to compromise with a rattlesnake.” 


¥ 


“Of course, signing messages to Congress with names 
taken from tombstones is unethical but it was not entirely 
unreasonable for utility men to assume that the folks 
interred in the graveyards would be opposed to a ‘death 
sentence.’ ” 


¥ 


“The bondholders in whose behalf we have come to 
Cuba are largely investors of small means, many of 
whom have put their life savings into the public works 
bonds because of their confidence in the honor and in- 
tegrity of the Cuban Republic.” 


. 


“In Russia government ownership, doing business in 
its own name of communism, has recently issued an edict 
making it illegal to advertise in any publication not 
owned and conducted by the government. Imagine 
American newspapers and magazines giving up all their 
advertising to the Congressional Record.” 
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Prudence in Power Development 


IT does not seem reasonable, in the opinion of the 

author, to build power plants now for war purposes 

on the assumption that a shortage of power would 

develop in the event of an armed conflict, and he 

holds that if they should be built they certainly 
should not be hydroelectric plants. 


By THOMAS T. READ 


ISCuSSION of the New Deal pro- 
D gram for the development of 
hydroelectric power, financed 
by government funds, and operated by 
the government, has been complicated 
recently by official assertions that ex- 
isting facilities for power production 
are working so near to capacity that 
a serious power shortage would de- 
velop in the event of a need for a 
high rate of industrial production 
(hinting at the possibility of our be- 
coming involved in another world 
war). People in this country are not 
very familiar with the technique of 
fox-hunting and so perhaps can be 
counted on not to notice the marked 
resemblance between this move of the 
Federal Power Commission and the 
action involved in the stereotyped 
phrase about “drawing a red herring 
across the trail.” 
The alleged possibility of a power 


shortage, like the red herring, is likely 
to be effective as a means of diverting 
attention, since the claim is based on 
a series of assumptions, and to con- 
trovert it the validity of these assump- 
tions must be examined. Very few 
among the general public have the 
necessary technical knowledge to 
know what the assumptions are, or 
even to understand them when they 
are stated by someone who does know. 
They are consequently in much the 
same position they were when Dr. 
Cook claimed he had reached the 
North Pole and persons with an ex- 
pert knowledge of arctic conditions 
claimed he had not; some people be- 
lieved Dr. Cook and others did not. 


HEREFORE it seems unwise to at- 
tempt any detailed technical an- 
alysis of the reasons for doubting or 
believing in the assertion that a seri- 
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ous power shortage may develop in 
this country within a few years, an 
attempt for which I should have to 
enlist the codperation of others more 
expert in the technology involved. 
But it does seem quite feasible to set 
forth some general considerations in 
an understandable way. 

The first point is whether there is 
sufficient probability of our becoming 
involved in another world war to 
justify creating facilities for power 
production for use in its prosecution. 
The answer, I think, is no. When all 
the alleged reasons for our getting 
into the World War of 1914-18 are 
weighed they simmer down to a gen- 
eral American belief that Germany 
then had the will to conquer the world 
by force of arms and that if she suc- 
ceeded in conquering Europe she 
would be in a position to attack us. It 
seemed probable that it would cost us 
less to help the Allies to defeat Ger- 
many than it would to defend our- 
selves against her later. Whether those 
beliefs were soundly based does not 
matter; we held them and we acted 
on them. 


wee in our experience since 
1914 points toward the wisdom 
of our participating in another world 
war. The destructive effects of mod- 
ern war are so great that a victor 
emerges impoverished almost to the 
point of collapse, while the fruitless 
attempts to make Germany pay the 
costs of the war against her demon- 
strate how impossible it is to gain 
advantage by a war of conquest in 
our world of today. Japan alone 
seems not to have learned anything 
from the world’s experiences since 
1914, but we are likely to be wise 


enough to resist the adroit diplomacy 
of those who would like to see us 
go to war with Japan. The possibility 
of our becoming involved in another 
world war seems remote. 

But if we should engage in another 
world war, would a power shortage 
then arise? Was there a power short- 
age when we got into the World War 
in 1917? The answer again is no, 
I think. There was a fuel shortage, 
because the railroads were unable to 
transport coal as fast as it was being 
produced and consumed, but that was 
a transportation problem, not a power 
problem. It was an extremely com- 
plex transporting problem, involving 
the cross-hauling of raw materials, 
their fabrication, re-transport, assem- 
bly, and final delivery to seaports, 
with the need for haste making it 
essential to do work where existing 
equipment and labor made it possible, 
instead of doing it where the mini- 
mum of transportation would be re- 
quired. I mean by equipment that for 
utilization of power, not generation. 


ere power plants can be built as 
quickly as equipment to utilize 
their power they can be built wher- 
ever conditions are suitable for its 
utilization. A  100,000-horsepower 
steam plant was built at Muscle Shoals 
in the World War because it could be 
finished in six months, and it was 
known at the time that it would take 
ten years to build the dam. It was 
a waste of military power to start 
the dam in war time. It is now clear, 
and could have been seen then, that 
the proper place to build the nitrogen 
plant was in the West Virginia coal 
fields, near where the DuPonts have 
since built one. 
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Power for War Purposes 


c¢ He probability of our soon getting into another world 

war does not seem large enough to warrant expending 

capital in providing power facilities for such a purpose. If 

and when we do get into another war existing plants must 

be enlarged or new plants built for the manufacture of war 
materials.” 





That leads to the next point; if ex- 
cess power capacity should now be 
provided, where should it be made 
available? If it is to be effective in 
serving war needs it should be where 
plants to use the power and men to 
perform the operations in the plants 
are available. But hydroelectric power 
now can only be generated at power 
sites which do not meet these condi- 
tions, else they would have been de- 
veloped long ago. 

The case against spending large 
sums of money in developing hydro- 
electric power does not, however, rest 
solely on the fact that the undeveloped 
power now remaining is at places 
where there is no existing market for 
power, and little hope of developing 
near-by centers of profitable large con- 
sumption, or avoiding the high cost 
of transmitting the power to places 
where it can be utilized. 


HOUGH only a few miles from 
the Capitol itself the Great Falls 


of the Potomac have never been de- 
veloped, and never will be developed 
except on a political instead of an 
economic basis. Electric power can 
be produced from coal at Washington 
more cheaply than it can from the falls 
of the Potomac. It is not necessary 
to go into the technical reasons why 
that is true; that it is demonstrably 
true is evidenced by the fact that al- 
though it has often been proposed to 
erect a hydroelectric plant at Great 
Falls it has never been done. No 
clearer case of the fallacy of believing 
that where hydroelectric power can be 
developed, it is also wise to do it, 
could be asked for. 

The argument can then be summa- 
rized as follows: The probability of 
our soon getting into another world 
war does not seem large enough to 
warrant expending capital in providing 
power facilities for such a purpose. 
If and when we do get into another 
war existing plants must be enlarged 
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or new plants built for the manufac- 
ture of war materials. 


eae tage power plants can 
be built as quickly as the manu- 
facturing plants can, and against the 
single advantage of having that much 
less to build in a time of national 
emergency is the economic waste of 
keeping the power plants standing 
idle for years until they are needed. 
For, make no mistake, they would 
stand idle; if a profitable occupation 
were developed for them in peace time 
it would not be practicable to term- 
inate that activity in time of war. 
The war machine tries to interfere as 
little as possible with the normal ac- 
tivities of an economic group; it mere- 
ly superimposes on them additional 
activities. There is no escape from 
the dilemma of either creating addi- 
tional power facilities when a state 
of war arises, or of keeping the power 
facilities as idle as the army and navy, 
ready for the emergency when it 
arises. 

If we choose what seems to me 
clearly the wrong horn of the dilem- 
ma, the building of power plants to 
be held idle as a preparedness-for-war 
measure, business prudence then dic- 
tates the choice of a steam plant. The 
reason must be self-evident; the in- 


terest on the high capital cost of a 
hydroelectric plant goes on whether 
it operates or not, the cost of fuel 
for a steam plant is all saved while 
it is idle. It does not seem reasonable 
to me to build power plants now for 
war purposes, but if they should be 
built they certainly should not be 
hydroelectric plants. 


eens in the power field does 
not simply warn against the con- 
struction of hydroelectric power plants 
for war purposes; it also indicates 
their basic fallacy from the standpoint 
of general well-being. The need of 
the moment is to distribute work 
among our whole population, so as 
to get people off the relief rolls. But 
when a 100,000-horsepower hydro- 
electric plant is built it thereafter gives 
employment to very few persons, 
whereas a 100,000-horsepower steam 
plant would furnish continuous eni- 
ployment for some 750 coal miners, 
give the railroads 150 train-loads of 
coal business annually, and produce 
power for a smaller cost. 

What midsummer madness _ has 
overtaken the New Dealers, typically 
foes of technological unemployment, 
to make them adopt it as necessary 
corollary of their “forward-looking” 
schemes ? 





¢¢ JN recent years, men in high authority, who took a solemn oath 

to defend the Constitution without reservation or mental evasion, 
have eaten away vital portions of the Constitution, sometimes by super- 
subtle interpretation and sometimes by bald usurpation.” 


—James M. Beck, 


Former U. S. Representative from Pennsylvania. 
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By OWEN ELY 


Effects of Federal Regulation on 
Utility Stock Prices 


HILE hopes regarding unconstitu- 

tionality of the Utility Act of 
1935 may be somewhat of a sustaining 
influence with respect to prices of utility 
stocks, it may be of interest to compare 
such prices with those of companies or 
groups not subject to government regu- 
lation. The proper basis for such com- 
parison would seem to be the respective 
ratios of price to earnings. 

On August 23rd General Electric was 
selling at 52.5 times its 1934 earnings ; 
exactly five years earlier, at almost the 
peak of the 1929 bull market, it was 
selling at 55.1 times 1928 earnings. 
This was despite the fact that General 
Electric is not a “pyramided” issue with 
growth possibilities enhanced by capital 
“leverage.” On August 23rd du Pont 
(possessing only small leverage) was 
selling at 32.2 times 1934 earnings com- 
pared with a similar ratio of 37.2 in 
1929. Union Carbide’s ratio was 28.5 
against 35.8 in 1929. The secret of the 
popularity of these stocks would appear 
to be (1) their growth possibilities, and 
(2) freedom from government. regula- 
tion. 


) gee stocks (according to Stand- 
ard Statistics’ compilation) on Au- 
gust 23rd averaged 15.8 times earnings 
compared with 14.7 in 1929. These 
stocks possess plenty of “leverage.” The 
relatively low level of prices in relation 
to earnings in both years seems due to 
the deadening effects of government 


5 


regulation combined with the inroads of 
competing forms of transportation. 

It is generally agreed that the electric 
power business continues to offer at- 
tractive growth possibilities, and cur- 
rent output is around record levels. 
Most of the sound utility stocks also 
possess considerable leverage due to out- 
standing bonds and preferred stock is- 
sues. Nevertheless, on August 23rd, 
nine stocks of representative utilities 
(only one or two of which should be 
much affected by Title I of the act) 
were selling to average only about half 
the ratio of five years earlier: 

Aug. 23, Aug. 23, 
1929 Price 1935 Price 
Times 1928 Times 1934. 
‘Earnings Earnings 

Consolidated Gas 38.9 

Commonwealth Edison .. 31.5 

Pacific Lighting 32.3 

Detroit Edison 28. 

Public Service of N. J. .. 

So. California Edison .. 

North American 39.0 

American Water Works 47. 

American Gas & Electric 41.7 


Average 


It seems obvious, in the writer’s opin- 
ion, that the relative decline in the popu- 
larity of the utility stocks is due to the 
uncertainties and intricacies of the new 
Federal regulation. 


m 
Standard Gas & Electric Co. 


to Reorganize 


tember 27th filed a petition in the 


Guene Gas & Electric Co. on Sep- 
3 
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Federal court at Wilmington for reor- 
ganization under § 77B of the bank- 
ruptcy act. The necessity for reorgani- 
zation had previously been indicated by 
the company’s inability to obtain deposit 
of a sufficient proportion of the two is- 
sues of notes due October Ist, aggregat- 
ing over $24,000,000. According to press 
reports less than half of the notes had 
been deposited, and a belated suggestion 
that stock of the Philadelphia Co. might 
be offered to noteholders apparently 
came too late to affect the issue. The 
original proposal was that noteholders 
agree to an extension for five years with 
continuation of the 6 per cent coupon. 
An independent protective committee 
headed by W. S. Kinnear, a former 
president of the U. S. Realty & Im- 
provement Co., had recently issued a 9- 
point criticism of the extension plan 
proposed by the administration commit- 
tee. 

Three bondholders applied for reor- 
ganization of the company only a few 
minutes after the company had volun- 
tarily applied to the Wilmington court. 
The petition demanded an investigation 
of Standard Gas Co.’s recent transfer 
of the stock of the H. M. Byllesby En- 
gineering & Management Corporation 
to its operating subsidiaries, which step 
had apparently been taken because of 
the provisions of the Utility Act of 1935 
with respect to management fees, etc. 


¥ 


“Some Financial Facts about 
the Bell System” 


HE Federal investigation of the 

Bell Telephone System has not yet 
entered the “headline” stage. Mean- 
time the Bell Telephone Securities Co., 
in its pamphlet “Some Financial Facts 
about the Bell System,” has given excel- 
lent publicity to the company’s record 
and ramifications. 

Attention is called (in the pamphlet) 
to the fact that Bell System securities 
of more than $3,000,000,000 face value 
are now outstanding with a ready mar- 
ket, that the savings of over three quar- 


ters of a million men and women have 
built the System and that no stockholder 
owns as much as | per cent of the total 
stock. Of the 675,000 stockholders, 
over 250,000 own only 1 to 5 shares 
each. The stockholders are classified as 
follows: 

Housewives 

Bell System employees 

Clerks and sales people 

Professional and technical 

Merchants 

Manual laborers 

Educational 

Trades and farming 

Personal services 

Management and financial 

Retired 

Government employees 


Total individuals 
Trustees | 
Corporations and private firms .... 


Total A. T. & T. stockholders .. 675,000 


The company’s stock has been sold to 
the public and its own stockholders at 
an average price of $114.40 per share. 
These sales, reflecting the traditional- 
ly conservative New England policy of 
stock financing, have doubtless been 
facilitated by the company’s consistent 
dividend policy, A. T. & T. and its pred- 
ecessors having paid at least $7.50 per 
annum for half a century. However, 
no stock dividends have ever been paid 
by A. T. & T. Since 1921 the rate has 
been $9, despite the fact that earnings 
during the depression have declined 
steadily to a current rate of around $6 
a share. 


T seems likely that Federal investiga- 
tors will have a difficult job to dis- 
cover the slightest hint of scandal in the 
company’s record. A possible indica- 
tion that the inquiry thus far has proved 
slightly disappointing was the recent 
press rumor that President Roosevelt 
was seeking the services of Ferdinand 
Pecora (who conducted the celebrated 
Stock Exchange investigation but who 
has since “retired” from the SEC to 
the judiciary) to press the investigation. 
It is possible, of course, that the gov- 
ernment may seek to attack the compa- 
ny’s accounting policy on the ground of 
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overconservatism. Instead of charging 
too little depreciation (as was the case 
with the Insull and a few other electric 
holding companies) it may be contended 
that 1934 deductions of about $172,- 
000,000 for maintenance and $153,000,- 
000 for depreciation (the total amount- 
ing to nearly 37 per cent of System 
gross revenues) were excessive. 
Nevertheless, excluding certain adjust- 
ments, the depreciation allowance in 
1934 represented only 4.3 per cent of 
the cost of the average depreciable 
plant in service, indicating an estimated 
useful life of about twenty-three years, 
which seems quite reasonable. It might 
also be pointed out that Class I railroads 
of the United States last year expended 
nearly 31 per cent of gross for mainte- 
nance and depreciation, despite the fact 
that their rate of depreciation is very 
low as a percentage of plant and equip- 
ment. Similar figures for industrial 
companies are difficult to obtain. While 
the Bell Telephone System may have 
erred in keeping its properties in the 
best condition and providing amply for 


obsolescence, nevertheless such a policy, 
if purused by corporations generally 
during the depression, would have gone 
far toward stabilizing employment and 
lessening the extremes of the business 


cycle. A. T. & T. has also been very 
generous in its treatment of employees 
during the depression. Moreover, the 
maintenance of the regular dividend 
rate through the use of previously ac- 
cumulated surplus has doubtless been of 
vast aid to the army of small stockhold- 
ers. 


* 


Morgan Stanley & Co. Set 
Helpful Precedents in 
Initial Offerings 


HE offering of Consumers Power 

Co. First 34s of 1965 through a 
banking group headed by Morgan Stan- 
ley & Co., Inc., and Bonbright & Co., 
Inc., established a precedent in recent 
financial practice by distinguishing more 
sharply between the activities of under- 
writers and distributors. The under- 


writers’ commitments were maintained 
until noon of the day following that of 
the offering, thus giving dealers a day 
and a half in which to make sales and 
take down bonds from the underwriters. 
This should prove a very helpful inno- 
vation in bond distribution, since all 
dealers are placed on an equal footing 
and those which can prove greater dis- 
tribution than their original allotments 
can receive additional bonds, if avail- 
able. In the past, arbitrary allotment of 
bonds by syndicate managers has fre- 
quently proven incorrect in relation to 
the sales ability of the various houses, 
with the result that such houses would 
“unload” their unsold bonds in the mar- 
ket after expiration of the syndicate 
agreement, with occasional disturbance 
to the market price of the issue. The 
new procedure, if generally adopted, 
may not entirely prevent maladjust- 
ments in distribution, but should be a 
decided improvement over the rather in- 
flexible method formerly followed by 
most underwriters. 

Another “new” practice inaugurated 
by Morgan Stanley & Co. was the elim- 
ination of the preliminary or so-called 
“red herring” prospectus (which bears 
a red legend printed diagonally across 
each page indicating-that it was intended 
for purposes of advance information 
only and not to be used in connection 
with the sale of the securities). 


N accordance with the Investment 

Bankers NRA Code, now lapsed, it 
has been customary to distribute the 
preliminary prospectus in limited quan- 
tities to prospective members of the 
selling group or syndicate. Whether 
warranted or not there have been occa- 
sional recent suggestions that the “red 
herring” prospectuses were being used 
to effect advance sales to customers, 
thus “beating the gun.” Possibly their 
elimination in this instance was due to 
a desire to avoid such criticism. On 
the other hand, it would seem that the 
preliminary information should be of 
value to dealers and potential investors, 
if properly used, within the limits pre- 
scribed by the regulations of the SEC. 
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Vice President Bonner of the Invest- 
ment Bankers Association code commit- 
tee, which is attempting to develop a 
substitute for the NRA code, made the 
following comment : 

Three-day provision had its good points 
and its bad points and has been a subject 
of debate since the beginning. Whether 
the action of Morgan Stanley & Co. Inc. 
will lead to its scrapping is hard to tell. 
There is a pretty unanimous feeling that the 
code was good in general principle and that 
a strenuous effort should be made to re- 
tain its good points. 


Another proposed change in current 
practice, approved by Chairman Joseph 
P. Kennedy of the SEC before his re- 
cent resignation, is the inclusion of a 
condensed summary of the prospectus in 
newspaper advertisements of new offer- 
ings. The first descriptive advertise- 
ment of an important offering since 
passage of the Securities Act of 1933 is 
expected to appear early in October, 
when Morgan Stanley & Co. Inc. will 
probably offer an issue of Illinois Bell 
Telephone Co. bonds. Heretofore all 
advertising has been confined to a mere 
recital of the name and price of the is- 
sue, and a list of the underwriting 
houses, each ad stating that “the offer- 
ing. is made only by the prospectus.” 
It is to be doubted whether many buyers 
of securities have taken the trouble to 
read the bulky prospectuses. The deci- 
sion to include salient facts in the adver- 
tisement of new issues is a common- 
sense step, and the SEC’s decision to 
gradually eliminate much useless detail 
in the prospectus is another step toward 
restoration of “normalcy” in investment 
banking—greatly needed if present re- 
funding operations are to be followed 
by the desired program of new-capital 
financing. 

¥ 


New Financing—Past 
or Pending’ 


| agents financing, in addition to the 
successful Morgan Stanley offer- 
ing of $19,172,000 Consumers’ Power 
Co. First 34s of 1965 at 99, included 
$49,000,000 Detroit Edison Refunding 


4s due 1965 at 1034 to yield about 3.80 
per cent, offered by a syndicate headed 
by Coffin & Burr, Inc. ; and $20,000,000 
Pacific Gas & Electric First & Refund- 
ing 4s of 1964 offered at 102 (plus ac- 
crued interest from June lst) by a 
group headed by Lazard Freres & Co., 
Inc., on September 25th. 

Following the pending Illinois Bell 
Telephone Co. issue, it is rumored that 
the Southwestern Bell Telephone Co. 
and the Ohio Bell Telephone Co. may 
be the next companies in the Bell Sys- 
tem to offer new issues. Among other 
prospective utility refunding operations 
are the following: 

Pacific Lighting Corporation on Sep- 
tember 19th filed a registration statement 
covering $10,000,000 Debenture 44s due 
1945, the proceeds to be applied 
eventually to retirement of the Southern 
California Gas 5s due 1937. The issue 
will probably be offered October 8th 
by a syndicate which will include Blyth 
& Co., Inc., and Dean Witter & Co. 
A $500,000 annual sinking fund is to 
be used for purchase of the bonds in the 
open market at not above the redemp- 
tion price. 

American Water Works & Electric’s 
subsidiary, Monongahela West Penn 
Public Service Co., plans to issue some 
$30,000,000 mortgage bonds and deben- 
tures (principally the former) for re- 
funding and other purposes. Several 
West Virginia wholly owned subsidi- 
aries are to be merged with the parent 
Monongahela Co., and further simplifi- 
cation in corporate relations is also 
planned. However, owing to the com- 
plicated nature of the merger and fi- 
nance program, which will require ap- 
proval by three Federal and two state 
commissions, some time may elapse be- 
fore the new securities are ready for 
registration. 


HE Middle West Utilities system, 

while still in receivership, is said 
to be considering refunding possibilities 
for some of its underlying issues, in- 
cluding some $19,200,000 Public Serv- 
nd Co. of Oklahoma 5s of 1957 and 
1961. 
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FINANCIAL NEWS AND COMMENT 


Virginia Electric & Power Co. (En- 
gineers Public Service Co. system) on 
September 27th asked approval of 
stockholders for a $40,000,000 bond is- 
sue. 

Lehigh Valley Transit Co., subsidiary 
of National Power & Light (Electric 
Bond & Share affiliate) plans to pay 
25 per cent cash on the $4,994,000 first 
mortgage bonds due December Ist, with 
a 10-year extension for the remainder 
of the principal at present coupon rates. 
Holders are requested to deposit their 
securities by October 15th, receiving 
prepayment of the December Ist cou- 
pons. Approval is necessary from reg- 
ulatory bodies and holders of two thirds 
of the bonds; if proceedings under § 
77B of the national bankruptcy act 
should be instituted before the plan be- 
comes operative it must then await con- 
firmation by the court. Four subsidiary 
bond issues maturing between July 1, 
1936, and July 1, 1942, are also to re- 
ceive 25 per cent payment with exten- 
sion of the balance. 

Central Maine Power Co. on Septem- 
ber 20th filed a registration statement for 
not over $29,500,000 Refunding 44s due 
1960 (underwriting details to be fur- 
nished by amendment). The registra- 
tion statement contains the interesting 
proviso that the company shall expend 
at least 124 per cent of gross for one or 
more of the following: (1) mainte- 
nance, renewals, or replacements; (2) 
extensions or acquisitions of new prop- 
erties; and (3) retirement of the new 
bond issue or underlying obligations. 
In addition the corporation will pay into 
the sinking or improvement fund $200,- 
000 a year until 1940 and $250,000 a 
year thereafter, subject to certain pro- 
visions. 

The Dayton Power & Light Co. of 
Ohio (Columbia Gas & Electric Co. 
system) on September 23rd filed appli- 
cation to register $20,000,000 Refund- 
ing 34s due 1960. Proceeds will be 
used to retire $18,000,000 Refunding 5s. 
It is reported that this financing will be 
followed by other refunding operations 
in the Columbia Gas & Electric Co. 
system. 


Middle West Reorganiza- 
tion Plan Affected by 
“Death Clause” 


ore. plans for reorganiza- 
tion of the principal Insull holding 
company, Middle West Utilities Co., 
under § 77B of the Federal bankruptcy 
law, may be further deferred by compli- 
cations resulting from the utility act. 
Counsel McPherson of the Preferred 
Stock Committee has indicated that his 
group may withdraw from the plan be- 
cause of doubts whether the stock-pur- 
chase warrants in the new company will 
be of any value (the creditor plan pro- 
vides that stockholders may retain an 
interest in the company only through 
the exercise of subscription warrants). 
Patrick J. Lucey, former Illinois at- 
torney general and former receiver for 
Corporation Securities Co. (Insull Co.), 
obtained permission from the Federal 
court to intervene as a large stockhold- 
er. 
Walter A. Shaw, special adviser to 
the court, has made a tentative appraisal 
of the properties at $50,000,000, said to 
be $20,000,000 short of creditor claims 
and solvency. A further report was ex- 
pected early in October. The receivers’. 
consolidated balance sheet as of Decem- 
ber 31, 1933, indicated total system as- 
sets of over $562,000,000. 


* 


Department of Justice Seeks 
Supreme Court Deci- 
sion on TVA 


ee Department of Justice has an- 
nounced that it will not oppose a 
Supreme Court decision on the validity 
of the Tennessee Valley ago Act. 
The petitioners are minority stockhold- 
ers of Alabama Power Co. in the ter- 
ritory where the district court of Bir- 
mingham had enjoined the company 
from selling to the TVA certain trans- 
mission lines leading from Wilson dam. 
The district court was reversed by the 
circuit court of appeals and August 28th 
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stockholders petitioned the Supreme 
Court for a writ of review. According 
to the government brief, two major is- 
sues are involved: (1) whether minor- 
ity stockholders may sue to annul a 
contract of their corporation, on the 
ground that the contract was beyond 
the constitutional powers of the Au- 
thority; and (2) whether the Federal 
government may dispose of “surplus” 
water power “necessarily” created by 
Wilson dam, and may authorize gen- 
eration of electricity and acquire trans- 
mission lines to facilitate disposal of 
such energy. 
¥ 


Consolidated Gas Co. of New 
York Attacks Municipal Pow- 
er Plant Referendum 


(ee Gas Co. of New York 
is opposing Mayor La Guardia’s 
proposed municipal “yardstick” power 
plant both in the courts and “over the 
air.” Justice Dore of the New York 
Supreme Court reserved decision Sep- 
tember 25th on suits brought by asso- 
ciates of the Consolidated Gas Co. to 
prevent the referendum vote on the 
project November 5th. The plan of the 
city to create an authority to finance 
the proposed plan was criticized on the 
ground that state law does not permit 
the city to delegate financing powers to 
an agent. 

President Deutsch of the board of 
aldermen, addressing the “Yardstick 
Luncheon Committee,” contended that 
the city could today own the Consoli- 
dated Gas Co.’s electric system prac- 
tically debt-free if in 1907 it had pur- 
chased the properties at a price repre- 
senting the book value of fixed capital 
less “water,” and had done its financing 
at 44 per cent. Apparently Mr. Deutsch 
made his own estimates as to the amount 
of “watered stock.” He also left out 
of account the city’s record of misman- 
agement of its own financial affairs as 
indicated by the perennial budget prob- 
lem and the gross extravagance in sub- 
way construction. 

Presumably as an offset to propa- 


ganda by the mayor and Mr. Deutsch, 
Consolidated Gas is said to be con- 
templating a radio “good-will” program. 


¥ 
Electric Power Output Gains 


Sharply, Revenues 
More Slowly 


— power output for the United 
States in the week ended Septem- 
ber 14th showed a gain of 13.5 per cent 
over last year. The Rocky Mountain 
territory continued to make the best 
showing with an increase of 48 per cent 
over last year, while the Middle At- 
lantic section showed the smallest gain, 
6.3 per cent. Mining activity and large 
Federal projects may account for the 
phenomenal showing in the sparsely 
settled Rocky Mountain territory. New 
England has recently shown improve- 
ment, current output being 16.8 per cent 
over last year; activity in the textile in- 
dustry is doubtless a factor. The Times 
seasonally adjusted index now stands 
at 106.1, against an average of 100 for 
1929-1930. 

Due to rate reductions, etc., revenues 
for the industry in July (latest month 
available) showed a gain of only 3.2 
per cent. 

¥ 


Traction Earnings Con- 
tinue Decline 


HE Brooklyn Manhattan Transit 

System, including Brooklyn & 
Queens Transit System, for the two 
months ended August 31st reported 37 
cents a share earned on the common 
stock compared with 55 cents in the 
corresponding period last year. This 
indicated a continuation of the previous 
decline in earnings, owing to increased 
costs. 

There have been no further recent 
developments in the tangled unification 
negotiations, and the New York Stock 
Exchange is apparently still pursuing its 
investigation of the charges made by 
Mr. Berle of undue activity in Inter- 
borough securities. 
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What Others Think 





What’s Going to Happen to the 
Holding Companies? 


sIDE from all the talk about the ex- 
A ecution of the death sentence on 
utility holding companies, the fact re- 
mains that soulless corporations do not 
suffer death so definitely and finally as 
mortal human beings. If after some 
holding corporations have been killed 
off, we find that all the nice things said 
about them by their friends and advo- 
cates are true, and if we miss them so 
much and if things in general go from 
bad to worse,—well, Congress can al- 
ways dig up the remains with statutory 
shovels and the law can breathe life 
anew into holding corporations who will 
then be ready to do business at the old 
stand. Corporations, in other words, 
can be justified after death and then 
resurrected. Unfortunately, such post- 
mortem vindication is unavailing for 
flesh-and-blood persons. As the epitaph 
of one unfortunate citizen read: 
Here lies the body of Johnathan Barr 
Run over by an auto car 
He was right—dead right—as he walked 
along; 
But he’s just as dead as if he’d been dead 
wrong ! 


Writing in the Journal of Land & 
Public Utility Economics, at a time 
when the Public Utility Act was not yet 
law but very much anticipated, Presi- 
dent Wendell L. Willkie, of the Com- 
monwealth & Southern Corporation, 
gives us a general idea of what we 
might expect if, as, and when the Se- 
curities and Exchange Commission 
starts after the big utility holding com- 
panies with an ax in 1938 or there- 
abouts. Why did we ever have holding 
companies in the first place? Mr. Will- 
kie tells us: 


The basic legal reason for the existence 
of holding companies in the utility and other 
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fields of American business is the lack of 
uniform state laws concerning corporations. 
The basic economic reason is the desire of 
men and women, acting collectively through 
the instrument of a corporation, to develop 
as well as to diversify their investment 
of capital, both as to geographical location 
and variation of industrial or commercial 
activities. The foregoing reasons account, 
therefore, for the fact that 80 per cent of 
the corporations whose securities are listed 
on the New York Stock Exchange, for 
example, are holding companies or combina- 
tion holding and operating companies. 

The Federal government also makes use 
of the holding company type or form in 
carrying on many of its activities and has 
not hesitated to take advantage of the laws 
of Delaware where so many nongovern- 
mental business ventures are incorporated— 
as, for instance, the Electric Home and 
Farm Authority controlled by TVA by in- 
terlocking directorships. Such incorpora- 
tion of two different lines of business ac- 
tivities makes for segregation of accounts, 
limitation of legal liability and, in general,. 
good organization. Numerous other ex- 
amples of the separate incorporation of 
Federal business activities could be cited 
but the practice and the advantages of it 
are too commonplace to warrant detailed 
discussion. 


r. Willkie goes on to tell us that 
holding companies are largely re- 
sponsible (through efficient central- 
ized financing and management) for the 
major strides made in our industrial pro- 
duction and distribution with the result- 
ing improvement in our living stand- 
ards. This, he claims, is especially true 
of the utility industries, and even critics 
of utility holding companies will hardly 
challenge the statement that the electric 
utility industry would never have at- 
tained its present status of growth and 
importance on. the horse-and-buggy 
methods of financing and management 
that strictly local enterprises would have 
compelled. And what’s going to hap- 
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pen when the holding companies begin 
to pass out (assuming that the courts 
won't object to their compulsory de- 
mise)? Mr. Willkie foresees that the 
safety cushion of diversity for invest- 
ment and commerce will be destroyed. 
Segregated industrial units will be left 
alone to battle the onslaughts of eco- 
nomic adversity. We will back-track 
towards a nineteenth century era of 
business organization wherein each state 
will be “considered a foreign country 
in so far as ownership and use of prop- 
erty by its citizens are concerned, and 
regardless of the economic and social 
usefulness which otherwise would be 
rendered the public residing in the other 
47 states.” 

However, Mr. Willkie is not certain 
that the people will ever let this come 
about. He hints that the fundamental 
common sense of the country will give 
rise to a reconsideration of the problem 
before the death sentence is enforced. 
He concluded : 


Holding companies in all lines of industry 
are now being threatened with extinction. 
Unless the business of the 48 states com- 
prising the nation is to be confined to that 
of an intrastate character or unless uniform 
corporation laws are passed by all the 
states, what new device or legislation will 
be invented in order that business on a 
national or even a regional scale may be 
done without injury to the public through 
higher prices or inferior quality goods and 
services for what now makes up the Ameri- 
can standard of living. At no time have I 
heard or read any sound argument that 
either cost of living will be reduced or 
standards will be improved by the breaking 
up of companies doing a large volume of 
business. This important omission is read- 
ily understandable to me, however, because 
once the public becomes cognizant of how 
these reforms, if enacted, will affect its 
welfare, short shrift will be made of the 
reformers and their experiments. I, there- 
fore, rely upon public opinion as the great 
motivating force which will continue the 
existence of holding companies necessary 
under our present form of government and 
serving a useful purpose. 


M* James Mitchell is another writ- 
er who has been looking over the 
Public Utility Holding Company Act 
with grave misgivings. Mr. Mitchell, 
in his recent article in The Annalist, had 
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some advantage over Mr. Willkie in 
that the former had the actual law be- 
fore him while the latter was only 
guessing in fear and trembling (fears, 
incidentally, which turned out to be ex- 
ceedingly well founded as far as the 
final draft of the law is concerned). 
Being a member of the New York Bar, 
Mr. Mitchell’s mind naturally turns to- 
wards the legality of the act in question. 
In brief, he finds one glaring constitu- 
tional defect running like a red thread 
through most of the holding company 
act—the unlawful delegation of legis- 
lative authority. Mr. Mitchell is quoted 
as follows: 


It has been deemed expedient in the past 
to create commissions and bureaus which, 
together with executive departments, have 
been charged with the responsibility of ad- 
ministering congressional enactments and 
invested with the necessary powers. Where 
this investment has been judicially ap- 
proved, the powers have been defined with 
all the precision that the circumstances ap- 
peared to admit. Rules and regulations 
with the force of law which these agencies 
have been empowered to promulgate have 
been for the more efficient execution of 
their principal’s will. 

The Supreme Court has conceded a cer- 
tain flexibility in the application of this 
principle in a complex society, but it has 
also intimated in unmistakable language that 
the Constitution has set its own bounds up- 
on the delegation of legislative authority. 
It has refused to permit it to run riot, as 
was attempted in the unlamented National 
Industry Recovery Act. The Congress may 
not lightly disregard its own obligations and 
abandon the people to a New Tyranny to 
suit its own easy convenience. 

This act, in effect, constitutes the Securi- 
ties and Exchange Commission the reposi- 
tory of arbitrary power to regulate, man- 
age, control, and destroy an industry, sub- 
ject to conditions so indifferently defined 
as to constitute no limitation at all. It 
is not only characterized by defiance of ac- 
cepted constitutional principles in respect of 
the delegation of administrative authority, 
but is a complete break with the whole 
tradition. It is a subversion of the legis- 
lative processes, and is, moreover, one more 
manifestation of the bureaucratic preoccupa- 
tion—the sacrifice of the ends for the means. 
Its implications have a far wider reach than 
the effects upon a single industry, however 
important that may be in the economic 
scheme. For tyranny is epidemic. Tolerat- 
ed in one area it cannot be confined, but 
will inevitably spread throughout the en- 
tire economy. 
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The Charleston Gasette 
PLEADING FOR HIS VICTIM 


Mr. Mitchell finds a disregard of this It will be seen from the foregoing that, 
principle as early as § 3 wherein the far from defining the organizations which 
Securities and Exchange Commission shall be subject to the jurisdiction and 
: . ; g' : control of the commission, the statute actu- 
is given authority to exempt from its ally throws all utilities into a single category 
jurisdiction, for various but uncertain and confers authority to make such differ- 


reasons. holdin mpani hich migh entiations as it may please. No company, 
» holding companies whic gnt whether exclusively intrastate or not, is 


properly be defined as such under § 2. without the field of this attempt at Federal 
He concludes: control, and the extent to which it will 
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be projected into the affairs of other cor- 


porations which are not utilities is left in 


the form of a question mark. 


Similarly, Mr. Mitchell finds fault 
with the registration, bookkeeping, and 
security issue provisions, the regulation 
of contracts and the duties of company 
officers and directors under the act. 
Oddly enough, however, Mr. Mitchell 
fails to single out the “death sentence” 
(Section 11) for any special condemna- 


tion, but it is apparent that he has little 
faith in the constitutionality of the util- 


ity law. 
—E. S. B. 


THe Future or THE Hotpinc Company. By 
Wendell L. Willkie. The Journal of Land 
& Public Utility Economics. August, 1935, 


Utmity Acr REPLETE WITH UNCERTAINTIES, 
OsscuRITIES AND ARBITRARY Powers. By 
James G. Mitchell. The Annalist. Septem- 
ber 13, 1935. 








Two Views on Public Ownership 
in Canada 


1TH all the rumors about On- 

tario Hydro Electric going into 
the red because it finds itself so loaded 
up with surplus power that it must re- 
pudiate its contractual obligations to 
keep afloat, friends of this often used 
exhibit of successful public owner- 
ship will find considerable encourage- 
ment in the 1934 report of the Ontario 
commission. President Judson King, 
of the National Popular Government 
League, long an American champion of 
the Ontario plant, recently reviewed this 
report in a bulletin which was reprinted 
in the Congressional Record. It states 
in part: 


This bulletin has been delayed until the 
1934 report was available. These data show 
that notwithstanding the depression, then in 
its fifth year, domestic consumption has in- 
creased and average costs have consequent- 
ly lowered, while assets have grown and 
liabilities diminished. So that, whereas 
these municipalities as a group were in debt 
77.1 cents on each dollar of assets in 1913, 
and 20.4 cents in 1933, their debt was 
lowered in 1934 to 16.9 cents. This is the 
final answer to the charge of “failure of 
self-liquidation.” 

But note that while the liabilities are 
nearly $31,000,000 the reserves and sur- 
pluses total over $46,000,000, and in many 
instances these surpluses far exceed the 
book liabilities. The municipalities would 
buy the outstanding bonds, but the investors 
won’t part with them in many cases, since 
they are too safe an investment. 

Commercial and industrial and municipal 


rates show like reductions and increase in 
use, as well as domestic rates. 


Explaining why the Quebec contracts 
for supply from private companies were 
canceled by the Ontario commission, 
Mr. King stated: 


The Liberal Legislature of Ontario, when 
it came to power, passed an act canceling 
the contracts for wholesale power made 
in 1930 by the former Hydro Commission 
under the aegis of the Conservative admin- 
istration. This act has not yet been signed 
by the lieutenant governor, but doubtless 
will be, and it is rumored that an arrange- 
ment is being considered whereby the Hy- 
dro Commission will take from these pri- 
vate companies only such power as its needs 
justify. The Dominion Government has 
acquiesced in this act of the Provincial Leg- 
islature, thereby admitting its validity. 

In the opinion of this writer, this action 
is a splendid demonstration of the intelli- 
gence and courage of the citizenship of On- 
tario, and of their capacity to democratical- 
ly control their utility. The Hepburn gov- 
ernment, in passing this act, was carrying 
out an overwhelming mandate of the people. 
Only the briefest resumé of the situation 
can be given here. 


Mr. King goes on to explain that the 
contracts were executed during a period 
when the political management of On- 
tario Hydro was not up to the average 
high standard, or at least the manager 
did not appear to have exercised the 


good business judgment that the late 


Sir Adam Beck, father of the Ontario 
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WHAT OTHERS THINK 


Hydro would have exercised. How- 
ever, recent political changes have once 
more put the Liberal party in power in 
Ontario. Mr. King concludes: 


An entirely new commission was appoint- 
ed, at the head of which was placed Hon. 
T. Stewart Lyon, who enjoys the con- 
fidence of the people of Ontario as to his 
integrity and ability and devotion to Hydro. 
Mr. Lyon, as editor of the Toronto Globe, 
was a close personal friend and adviser of 
Sir Adam Beck from the beginning, and all 
through the struggle against private in- 
terests when Hydro needed honest news- 
paper support. He had retired but was 
called into service. Under Chairman Lyon, 
Hydro has returned to its old policies and 
is forging ahead. It is in an exceedingly 
sound financial condition, and all the more 
safe because it is now freed from the con- 
tracts entered into by the former commis- 
sion, which, to say the least, entirely mis- 
judged the effect and the duration of this 
depression. 

To interpret such an episode as a refuta- 
tion of the people of Ontario of the principle 
of public ownership, and to magnify two or 
three deficits into a major disaster without 
giving the true financial status of the Hy- 
dro’s affairs, is simply one more evidence 
of the utter disregard for truth and com- 
mon fairness exhibited by the controlling 
factors of utilities in the United States. 

The true financial status of the commis- 
sion, which controls the wholesale end of 
the enterprise, will be evident to any person 
who will take the time to consult the con- 
densed balance sheets for 1933 and 1934. 


E that as it may, there are some dis- 

believers in government ownership 
yet remaining in Canada. The following 
editorial was published as late as Sep- 
tember 18, 1935, in the independent 
Liberal daily, The Montreal Gazette: 


One of the grounds on which Mr. Aber- 
hart, the new Premier of Alberta, is seeking 
a loan of large proportions from the Do- 
minion Government—conveniently ignoring 
the availability of his alleged Social Credit 
reserve in the premises—is that his province 
has lost heavily in the operation of its state- 
owned telephone system. The facts in that 
regard were given in these columns some 
eight or ten months ago. They disclosed a 
condition of grave disorganization, of a 
difference of many millions as between the 
primary cost of plant and its present value, 
of the extinction of a once substantial sink- 
ing fund by withdrawals for other purposes 
than the payment of liabilities on capital 
account, and of a persistently heavy annual 
drain on the resources of the hard-pressed 
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province because of revenues wholly inade- 
quate to make one hand wash the other. 
These results the Edmonton Journal very 
positively attributed to the association of 
politics with the administration of telephone 
services. A similar situation, differing only 
in the degree of disaster, has arisen in Sas- 
katchewan and Manitoba, where public 
ownership of telephone systems had also 
been given effect. It is instructive to ob- 
serve that coincidentally the three eastern 
provinces of Nova Scotia, New Brunswick, 
and Prince Edward Island had entrusted 
their telephone requirements to corporate 
bodies, and that each corporation has been 
able to earn a fair return on capital invest- 
ment throughout the intervening years. 

It would be folly to ignore the plain 
teaching of experience, which is always 
better than theory. Ontario plunged heavily 
into state-owned hydroelectric services, and 
is today counting the cost in terms of grave 
apprehension for the security of the prov- 
ince. The Dominion embarked eighteen 
years ago on a huge scheme of railway 
nationalization, and is at this moment con- 
fronted by the consequence of deficits which 
exceed a billion dollars. In both these in- 
stances there was extensive political inter- 
ference and manipulation. In the case of 
the Canadian National Railway the royal 
commission which sat in 1932 found that 
this malignant influence had brought about 
“unwise and unnecessary expenditures” on 
an enormous scale. In both cases the un- 
dertakings had. been begun with alluring 
promises of service at cost to the people 
served. Primary expectations in both On- 
tario and Alberta have not been realized. 
Far from it. 

It might be argued that these failures do 
not necessarily discredit the underlying 
principle of public ownership; and that may 
be cheerfully admitted without in the slight- 
est degree altering the obviously logical 
deduction. That deduction is that public 
ownership, when administered by a political 
body, always becomes political ownership; 
and that political ownership invariably 
makes a mess of things. Even the most 
ardent defender of public ownership should 
frankly confess that the people are owners 
only in the sense that they pay the bills. 
They have no voice in management nor in 
policies. Their ownership is a grotesquely 
theoretical thing; yet it has apparently been 
sufficiently effective in the case of railway 
nationalization to paralyze the instincts of 
self-preservation. That is to say, notwith- 
standing losses which are averaging $100,- 
000,000 a year, and the inescapable implica- 
tions of such a frightful drain on our re- 
sources, the people are not bestirring them- 
selves in a general way in the matter of 
corrective action, nor is government. If 
the same situation had arisen within a cor- 
poration the stockholders would long ago 
have effectively asserted their judgment. 
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Of course, the fact that the Gazette 
comes from the Quebec side of Beau- 
harnois Falls may have something to 
do with the difference of opinions ex- 


pressed. 
—E. S. B. 


Butietin. No. 174. August 21, 1935. Na- 
tional Popular Government League. Ta- 
koma Park Station. Washington, D. C. 


Pustic OwnersHiP. Editorial, 
September 18, 


TESTING 
The Montreal Gazette. 
1935. 








Rural Electrification: 


R= electrification, as a general 
principle, is one of those things 
like social security. and stablized cur- 
rency against which a reasonable man 
just cannot argue. Of course, it would 
be a desirable and commendable thing 
to have our farmers enjoy the great 
boon of electricity. It is only when 
some folks begin to ask “how much will 
it cost?” or “who will handle the 
thing?” that disagreement enters into 
the picture. However, keeping the pub- 
lic in a receptive frame of mind on the 
general subject is an important angle 
that those who are charged with the re- 
sponsibility for putting over the ad- 
ministration’s rural electrification pro- 
gram should not overlook—nor have 
they overlooked it. The Rural Electri- 
fication Administration at Washington 
seems to be equipped with a publicity 
department as industrious and enter- 
prising as some of the publicity bureaus 
of larger and older governmental units 
even though, to oversophisticated ob- 
servers, its output may seem slightly 
tinged with naivete. 

REA Press Release No. 27 was de- 
signed for Sunday newspapers of Sep- 
tember 15, 1935. It consisted of a col- 
lection (in all, about 1,200 words) of 
letters from farmers received by REA 
officials and others, including the “Pres- 
ident and Mrs. Roosevelt,” which re- 
flect “the hardship and sometimes 
tragedy that underlie the movement to 
take electricity to American farms.” 
The sympathetic REA publicity man 
explains the collection as follows: 

Many of these letters tell of the broken 


health of farm women, due to drudgery 
that could be relieved by simple electrical 


Farmers Cry for It 


equipment; of the hardships of fetching and 
carrying water, especially where one or 
more members of the household are crippled 
or sick, and of parched and deserted lands 
that might be reclaimed for homes by pump- 
ing water, electrically, to irrigate them. 


H™ is a paragraph in a letter from 
an Ohio farm woman addressed 


to Mr. Roosevelt: 


Just think of the thousands of rural 
women whose health is being broken down 
and are filling premature graves, because 
of drudgery which could in some measure 
be alleviated by electrifying rural America. 


A letter from Massachusetts to the 
President stated: 


I am a crippled boy of sixteen who has 
a hard time walking about. Our well is 
200 feet away from our home and I have 
to climb a little hill to bring water to 
the house. My mother can’t carry water 
because she is a very sick woman. If we 
had the electric we could have an electric 
pump put in our house. . 

It would be nice to have electric so we 
could use our radio to listen to your speech- 
es and listen to news from the world and 
our country. We would have better lights, 
too, since you know oil lamps are not 
very good for our eyesight. 


A spokesman for a group of farmers 
from “storied Ulster county, New 
York,” stated in part: 

Many of our rural folk have suffered 
much, owing to lack of modern light and 
communication. We demand that our chil- 
dren be in step with the times. We cannot 
have radios due to lack of electricity. 


An Oregon man believes electricity 
would help populate some of our desert- 
ed farm homesteads. He stated: 

We live in a small valley in central 


Oregon. . There is at least 75,000 
acres of land in this valley. It is nice ‘soil 
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and most of it is level enough to till. It 
would be easy to clear. Practically all of 
this land has been homesteaded and desert- 
ed. It is owned by the counties which have 
taken it over for taxes. 

The only reason this valley is not a suc- 
cessful agricultural ‘district is because there 
is no water. Yet there is an abundance 
of water under ground. If this 
water could be put on top, we could raise 
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hay, all kinds of grain, all kinds of small 
fruits, apples, sugar beets, or any of the 
crops grown in the northern states. —_ 
Gasoline pumping is too expensive and un- 
certain. 

It is our belief that if we could get 
electricity into the valley, we could pump 
water and save our homes. With electric- 
ity at reasonable rates we could make good 
livings. I know personally a number of 
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families who would move into this valley 
at once if we had power, and I have no 
po A the entire valley would soon be 
settled. 


A= of other excerpts were in- 
cluded in the REA press release, 
some from farm mothers pleading for 
their children’s eyesight, some from 
farmers pointing out the practical ad- 
vantages of power on the farm. As if 
in answer to all this, the release con- 
cludes with a statement by M. L. Cooke, 
REA chief : 


We cannot, of course, provide electric 
service for a single isolated farm home. 
Where a group of ‘substantial size can be 
interested, however, and conditions are such 
as to make a self-liquidating project feasi- 
ble, we will be glad to make a loan for the 
entire cost of construction of a rural pow- 
er and light line. 

We stand ready to lend to public bodies, 
farm codperatives, and utilities, normally 
for a 20-year period and at 3 per cent 
interest, so that they may provide electric 
service for those who are so much in need 
of it and so eager to have it. 


It is this aid to agricultural growth 
that may cause some economic compli- 


cations. Few could begrudge, even per- 
haps at the cost of a subsidy from the 
Federal treasury, enough electricity to 
light up farm homes to save children’s 
eyesight, and to pump enough water to 
provide for inside plumbing, thereby 
avoiding the necessity for farm mothers 
and children (crippled or sound) to 
pump and fetch it by hand. Radios in 
farm homes do a great deal of good 
also. But such a comparatively meager 
use of electric current would cost, on an 
average, a great deal per unit consumed. 
What would really help the farmer and 
cut down his power cost would be a 
greater amount of consumption. This, 
in turn, would increase agricultural pro- 
duction. This in turn puzzles Raymond 
S. Tompkins, writing in Electrical 
World. He recalls that the Committee 
on the Relation of Electricity to Agri- 
culture has been wrestling with this 
problem ever since 1931. Commenting 
on the committee’s findings, Mr. Tomp- 
kins stated: 


It appears that in practically every case 
electricity on the farm promotes not the 


“economy of scarcity” sanctioned by the 
disciples of “the more abundant life,” but 
the “economy of plenty,” which is the hated 
fetish of those who believe in producing for 
profit. Not only were infant pigs being 
conserved by heated pigpens, but milk sup- 
plies were being increased by electric milk- 
ers, electric cow-fans, and electric fly-traps; 
electric lights were making hens lay more 
eggs; electric incubators were producing 
more chickens ; electricity was refrigerating 
fruits and vegetables; cooking the insect 
mee from bulbs, irrigating unproductive 
ands; in short, increasing every conceivable 
product of the farm, from the wheat and 
corn which it saved by irrigation and insect 
control, to the butter and cheese it produced 
in the farmers’ pantries. To say nothing, of 
course, of the increased production made 
possible in the farm kitchens, where the 
farmers’ wives and daughters could turn 
out more and better pies in their electric 
ovens and the increased energy and health 
for everybody on the farm resulting from 
electrically improved opportunities for re- 
freshing hot baths after hard days in the 
fields. 

This tendency seems not to have declined 
as the years went on, but to have increased, 
until just before the dawn of the New Deal 
era it had reached its peak. It was esti- 
mated in 1932 that about 1,000,000 American 
farms were electrified. On all of them elec- 
tricity was working away for dear life (on 
some more than on others, of course), mak- 
ing two quarts of milk, two eggs, two 
chickens, two bushels of wheat, and two 
pigs grow where only one of each had 
grown before. How the new National 
Rural Electrification Administration is go- 
ing to put a stop to this, while at the same 
time extending electricity even to sections 
where it costs $10 to send a farmer a post- 
card, is one of the jobs everybody will 
watch with great interest. 


M* Tompkins does not deny that 
rural electrification is a good thing 
for the farmer. He believes the electri- 
cal industry should be thankful for the 
New Deal for giving the movement 
such a big boost. He recalls, however, 
that rural electrification has been going 
on for some time without Federal aid 
and that “electricity has been nothing 
like as slow in going out to meet the 
farmer as his roads, his public water 
supply, and his sewer service.” Mr. 
Tompkins adds: 
Today, New Deal publicity bureaus to 
the contrary notwithstanding, virtually any 
farmer in the United States can have elec- 


tricity. He cannot, of course, get it for 
nothing. But the idea that he will have to 
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pay outrageous and unfair rates for it is 
as unfounded as the idea that no distribut- 
ing system makes it available to him. 
Transmission lines now extend from gen- 
erating stations to substations in virtually 
every city, town, and village of more than 
1,000 population in the United States. From 
these stations rural lines reach the farms. 

These rural lines serve about 22 million 
customers. Of course they are not all farm- 
ers. Nearly two thirds of them live in the 
little villages that nestle in the green farm 
valleys. But how this rural and farm light 
and power business has grown! In 1923 
only 177,000 farms were electrified in the 
United States. This was only 3 per cent 
of the total. By the end of 1933 more than 
710,000 farms were electrified, an increase 
of more than 400 per cent in ten years. How 
was this accomplished? By grabbing the 


farmer by the scruff of the neck and cram- 
ming electric gadgets down his throat at 
prohibitive cost, whether or not he needed 
them and could pay for them? By ignoring 
him as a stupid fellow too steeped in cow- 


dung and misery to know an electric light 
bulb from a goose’s egg? No, this increase 
of more than 400 per cent in rural electri- 
fication in the United States in ten years 
was accomplished by mutual recognition be- 
tween the farmer and the electrical industry 
of the fact that electric service on the farm 
meant better business for the farmer and 
better business for the industry. It was ac- 
complished by salesmanship and promotion. 


Even so, the power and light people, 
says Mr. Tompkins, didn’t expect to get 
all the farms in the country electrified 
and, in truth, neither do the New Deal- 
ers. 

—F. X. D. 


RuraAt ELE&ctTRIFICATION ADMINISTRATION 
Press Rerease No. 27. September 9, 1935. 


THe ELectriFiep FARMER IN THE New DEAL 
Det. By Raymond S. Tompkins. Elec- 
trical World. September 14, 1935. 
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AnotHerR Biow To Utirity Recuiation. By 
John Bauer. National Municipal Review. 
August, 1935. 

It appears that Dr. Bauer is very dis- 
appointed with the Maryland Bell Tele- 
phone decision. 


Are WE SOLVING THE “PowER PROBLEM?” 
By Raymond S. Tompkins. Electrical 
World. August 3, 1935. 


An analysis of rural electri- 
C. E. Greenwood. Edison 
August, 1935. 


Does It Pay? 
fication. By ; 
Electric Institute Bulletin. 


FUNCTIONS OF THE FEDERAL COMMUNICATIONS 
Commission. Address by Albert E. Steph- 
an. Institute of Public Affairs, University 
of Virginia. July 12, 1935. 


Granp CouLtee Dam. Engineering News- 
Record. August 1, 1935. 

Three interesting articles in this magazine 
issue cover the various angles of a ten 
months’ program of construction at Grand 
Coulee and outline for future prospects. 


How Truck RecuLaTiIon WiLL AFFECT THE 
Rartroaps. By Ralph L. Woods. The 
> ae of Wall Street. September 14, 


Is tHe Texas Gas Prretine Proyecr FEas- 
i The Texas Weekly. August 31, 


New Dea Proposep IN RuRAL ELECTRIFICA- 
TION. Electrical World. July 6, 1935. In- 
terview with Morris L. Cooke. ‘ 


Potitics From PAciFIc TO PASSAMAQUODDY. 
By Glenn Marston. Public Service Maga- 
sine. August, 1935. 


PWA Has HeEtprep SEWERAGE CONSTRUCTION. 
By Henry W. Taylor. American City. 
August, 1935. 


REGULATING THE Urtiities. By Allan G. 
Mitchell. UGI Circle. Publication of the 
United Gas Improvement Company. Au- 
gust, 1935. 


RuraAL ELECTRIFICATION—POSSIBILITIES AND 
Limitations. By Hudson W. Reed. In- 
dustrial News Review. August, 1935. 


SHACKLES FOR THE Utiuities. By Herbert 
Lawrence. Barron's. September 16, 1935. 


SHENANIGANS OF THE Power Lossy. By Paul 
W. Ward. The Nation. August 28, 1935. 


Water DEPARTMENT HANDICAPPED BY FREE 
Services AND Unpaip Bitts. By William 
Trottier. American City. August, 1935. 


Wao Pays Your Taxt Fare? Discussion 
of the cut-rate taxi problem. By Gove 
Hambidge. Transit Journal. August, 1935. 


Wao Sar States’ Ricuts? By Howard Lee 
McBain. Today. August 17, 1935. 
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Nations Invited to Power 
Conference 


HE State Department on behalf of Presi- 

dent Roosevelt has extended invitations to 
the nations of the world to send delegates 
to the third world power conference to be 
held in Washington from September 7 to 12, 
1936; and to the second Congress of the In- 
ternational Commission on large dams to be 
held concurrently. 

The proposed subjects recomended for con- 
sideration at the world power conference are 
“The National Power Economy; fiscal and 
statistical bases; technical, economic, and so- 
cial trends; organization of fuel industries and 
of gas and electric utilities; public regulation; 
national and regional planning; conservation 
of fuel and water resources; rationalization 
of distribution; national power and fuel 
policy.” 

e 


FCC Scrutinizes Holding 
Companies 


a steps toward a searching scrutiny 
of holding companies whose interests ex- 
tend into the communications field were under 
way last month by the Federal Communica- 
tions Commission. 

Acting under a section of the communica- 
tions act not previously brought into play, the 
commission has drafted and forwarded to 92 
holding and other companies annual account- 
ing forms for complete information on their 
operations and financial set-ups. 

One of the most far-reaching steps taken by 
the commission since its organization a year 
ago, the action reaches a wide variety of cor- 
porations whose primary fields are far re- 
moved from communications systems. 

Included in the list are steamship lines, 
coal and oil operators, steel corporations, rail- 
roads, and tire manufacturers. 

The companies will be required to submit 
to the commission the names of their officers 
and directors, names of their thirty largest 
stockholders, information on their investments 
in communications systems, the extent of their 
control over these agencies, and extensive 
data on dividends, surpluses, income, and up- 
stream and downstream loans between the 
parent companies and their communications 
carriers. 

The full report, covering operations last 
year, was to be returned to the commission 
before October 15th. The report for this 
year must be in the hands of the commission 


by March 21, 1936, which hereafter will be 
the annual return date for these forms. 

The forms have been prepared in two drafts, 
one for use by corporations whose annual in- 
comes exceed $50,000, and the second for 
those with smaller incomes. 

Forty-six of the holding companies to which 
the forms have been sent are primarily in- 
terested in the communications field. They 
include the International Telephone and Tele- 
graph Company and its affiliates and some 
forty-five independent telephone holding com- 
panies. About forty-six others included in the 
list have communications subsidiaries which 
have gross annual incomes below $50,000 

Prominent among those which have been 
singled out by the commission for annual re- 
ports are two Van Sweringen holding com- 
panies and two railroads over which the Van 
Sweringen brothers exercise control. These 
are the Alleghany Corporation, the Chesapeake 
Corporation, the Chesapeake and Ohio Rail- 
road Company, and the Pere Marquette Rail- 
road Company. The commission is interested 
in these companies because of their association 
with a radio corporation which is operated 
in connection with the Lake Michigan car 
ferry service. 

The steamship lines, oil and steel companies, 
and tire manufacturers ordered to report were 
selected because of their investments in radio 
and telegraph systems used in the course of 
their primary operations. 


¥ 


Petition Filed under 
Bankruptcy Act 


gg Gas & Electric Company, one of 
the major utility holding companies in 
the United States, unable to meet a $24- 
649,500 maturity of debentures on October Ist, 
filed a petition for reorganization under § 77-B 
of the Federal Bankruptcy Act. 

There seemed little doubt that the possible 
effects of the Federal utility legislation on 
companies of the type of Standard completely 
discouraged any interest in a refinancing un- 
dertaking, which had been under considera- 
tion. This forced the company to apply to 
debenture holders for an extension to 1940. 
The response, however, was inadequate, leav- 
ing § 77-B the only alternative. 

As of the date of the petition around 
$13,000,000 of the maturing issues were de- 
posited under the plan for extension which 
the company has asked the court to accept 
as a plan of reorganization. 

The present management will continue tem- 
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porarily in charge of the company under order 
of the court which also authorized the com- 
pany to continue the solicitation of the deposit 
of notes under the plan. October 25th has 
been set for the appointment of trustees. 


¥ 
British Rural Telephony 


UTLYING rural areas in Britain are to be 
connected to the telephone system, and 
11,000 subscribers are to benefit from lower 
phone charges under new schemes being put 
into operation by the post office at London. 
The present system whereby a village must 
have a post office to have a public telephone 
is to be abolished. Instead, any hamlet or 
isolated parish will be able to be connected 
to the telephone system of Britain, provided 
the local parish council will pay a charge 
similar to five years’ rental of a private line. 
The post office makes a charge for in- 
stalling these rural phones in cases the an- 
nual number of calls is not sufficient to pay 
for the installation and maintenance of the 
call box and the wires. In October the 
first new telephone rental charges come into 
operation, giving relief to the subscribers. 
The area around the telephone exchanges 
within which the standard rental charges ap- 
ply was to be widened from 2 miles to 3. 
This will bring almost all the telephones 
in Britain within the standard rate area. 
There are 11,000 subscribers at present pay- 
ing extra charges. The post office calculated 
that 10,000 of these will be relieved of all 
extras, and that the remaining 1,000 will have 
their annual rentals reduced by from four 
to eight pounds. 


Utilities to Fight 
“Holding” Law 


T= intention of the public utilities indus- 
try to fight the public utility act to the 
last ditch was impressed upon members of 
the Securities and Exchange Commission Sep- 
tember 25th in a 2-hour conference, during 
which representatives of the industry pledged 
their codperation in “the working out of the 
administrative policies set forth by the act.” 

Judicious codperation was the keynote of 
the first official meeting of the heads of utility 
holding companies with the Federal agency 
that, under the most bitterly fought enactment 
of the last session of Congress is directed to 
bring about their dissolution as soon as prac- 
ticable after 1938. 

It was emphasized in a joint statement on 
behalf of the SEC and conferees that an un- 
derstanding had been reached whereby the 
visiting group waived none of its constitu- 
tional or other legal rights directly or indi- 
rectly by the conference and projected con- 
ferences. Spokesmen stressed further that the 
industry intended codperation with the SEC 


OF EVENTS 


solely to avoid evils that might result from 
the lack of it. 

The only tangible result of the conference, 
according to those participating, was a general 
approval by the industry of a proposed form 
of preliminary registration of holding com- 
panies sent out on September 17th and which 
set forth various requirements governing in- 
formation to be submitted with the registra- 
tion statements. 

When asked concerning the meeting, the 
conferees said: 

“Well, we all have to die but we may as 
well enjoy life while it lasts.” 

Other conferees said that provisions of the 
act directing the dissolution and integration 
of holding companies was not reached during 
the discussions, which all agreed were pri- 
marily “exploratory.” It was agreed that 
a “representative working committee” would 
be created for further conferences with the 
commission. 

The meeting had been called by the SEC to 
go over with utilities representatives the forms 
setting forth information to be required in 
connection with the preliminary registration 
and applications for exemptions from the pro- 
visions of the law. Conferees for the indus- 
try said the meeting was far more general in 
scope and might be described as a “poker 
game in which no one won much money.” 

The joint statement issued on behalf of both 
the SEC and the industry after the conference 
follows: 

“The Securities and Exchange Commission 
(Chairman Landis and Commisssioners 
Mathews, Healy, and Rose) conferred today 
with the following representatives of the lead- 
ing utility companies: Fred C. Burroughs, 
Associated Gas and Electric Company; Frank 
D. Comerford, New England Power Associa- 
tion; James F. Fogarty, North American 
Company; Daniel C. Green, Middle West 
Utilities Company; William J. Hagenah, 
Standard Gas and Electric Company; W. Al- 
ton, Cities Service Company; Randall J. Le 
Boeuf, Jr., American Gas Association, United 
Corporation, Niagara Hudson Power Cor- 
poration; Sam W. Murphy, Electric Bond 
and Share Company; H. Hobart Porter, 
American Water Works and Electric Com- 
pany; Garfield Scott, United Gas Improve- 
ment Company, and Wendell Willkie, Com- 
monwealth and Southern Corporation. 

“The conference related to general ques- 
tions underlying the administration of the pub- 
lic utility act, and also to tentative rules and 
regulations concerning exemptions and regis- 
trations which the commission had prior to 
this time given to the utility industry for 
criticism. 

“It was stated both by the commission and 
the representatives of the utility industry that 
any constitutional-or other legal rights of the 
companies were not to be waived or preju- 
diced by this or subsequent conferences be- 
tween the commission and representatives of 
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the companies in their endeavors to work out 
together the problems involved in the admin- 
istration of the act, nor would the commission 
by its registrations seek to bring about any 
waiver or prejudice of these rights. 

“The representatives of the utility industry, 
subject to this understanding, indicated their 
willingness to aid the commission in the work- 
ing out of the administrative policies set forth 
by the act, and to that end, a representative 
working committee of the utility industry is to 
be created to be available to the commission 
for consultation on such problems as may oc- 
cur from time to time.” 

Justifying the apprehensions of some SEC 
officials that it would be unable to complete 
preliminary registration of all utility holding 
companies by December Ist, as required by 
the statute, was a prediction of attending util- 
ity heads that a large number of companies 
would apply for exemption from the registra- 
tion requirements. 

The commission is permitted in its discre- 
tion to waive the registration mandate under 
certain circumstances and is directed to grant 
such exemptions wherever requested until, af- 
ter public hearing, a finding is made to the 
contrary. Some of those at the conference 
said that, in view of the large number of ex- 
pected exemption applications, it would be 
impossible for the commission to complete 
even preliminary registration by December 


st. 
While the text of the preliminary registra- 


tion form was being closely guarded from 
publication on directions from the SEC it was 
ascertained that the information it directed 
to be submitted went somewhat beyond the 
scope of what observers had expected. 

It was understood that conferees for the in- 
dustry had been influenced in their informal 
approval of the tentative form by the consid- 
eration that the commission was in a position 
to do considerable damage in the holding com- 
pany field, particularly where service compa- 
nies were concerned, if the industry appeared 
recalcitrant and inclined to challenge the com- 
mission’s every action. 

Among the items required to be contained 
in the preliminary registration statement were 
the total principal amount of funded debt out- 
standing on the books of each reporting com- 
pany but not the various issues comprising 
that debt; the securities held in the treasuries 
of reporting companies to secure other issues 
of the same issuer, and the same number of 
shares of every class of stock outstanding. 

It would be required in the latter connection 
that the total par or stated value of every 
class of such stock be reported; together with 
the names of the issuing subsidiaries. The 
number of shares of voting stock of each class 
held by various companies in the holding sys- 
tem, with the name of the holding concern, 
also would be required. 

It is understood that the commission will 
not require the preparation of special maps 


and charts setting forth intercorporate rela- 
tionships of registering companies but that 
such information will be required in a formal 
report prepared by the companies. 

“Reasonably complete” maps and charts al- 
so are to be demanded showing the location of 
electric transmission lines and generating sta- 
tions. In the case of gas companies, the loca- 
tion of producing fields, manufacturing plants, 
and transmission systems, would be required, 
it is said. 

Officers and directors of registering compa- 
nies must give the names of subsidiary com- 
panies in which they hold positions, with the 
position designated in each case, it is under- 
stood. Each company would be required to 
give the name of the state or “sovereign pow- 
er” under the laws of which the registrant 
was organized or created. 

Provision is understood to have been made 
in the preliminary registration form for with- 
holding reported information from public in- 
spection for cause shown. Registering com- 
panies could apply for consideration of their 
data as confidential on the ground that their 
disclosure was unnecessary either in the pub- 
lic interest or for the protection of investors 
or consumers, but the SEC could order a 
hearing to determine the merit of such ap- 
plications. 

The conferees for the utilities industry were 
reluctant to discuss the legal aspects of the 
situation or the basic validity of the holding 
company law except to say that all such mat- 
ters had been turned over to John W. Davis 
and to predict that at least a year and a half 
would pass before the constitutional question 
had been disposed of. 

They said that meanwhile they planned to 
cooperate with the SEC in working out ad- 
ministrative policies in the hope that leniency 
would be characteristic of the rules and regu- 
lations promulgated by the commission with 
respect to holding companies. 

So far as could be learned, no information 
came out at the conference to indicate to the 
commission the exact program that the utili- 
ties’ interests plan to follow in bringing about 
a test of the constitutionality of the act. One 
case was instituted on September 6th before 
Judge William C. Coleman of the Federal dis- 
trict court in Baltimore by the American 
States Public Service Corporation. John W. 
Davis, as representative of a debenture holder, 
consulted then with James Piper of Baltimore, 
counsel for the company. 

The SEC’s legal staff has been studying the 
angles of the case in which the constitutional 
powers of the commission to compel regis- 
tration are challenged, but no announcement 
has yet been made whether the SEC will in- 
tervene and present its side of the argument. 
ame case was set for hearing on September 

th. 

The company, which has subsidiaries in 
Western states, contended that registration 
would place a heavy burden on its security 
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holders and force the abandonment of a plan 
of reorganization, with consequent loss. 

Whether the utilities whose representatives 
met with the commission will register was an- 
other point not cleared up. In most cases 
it is probable that the final decision must 
await determination by boards of directors on 
the most strategic policy to pursue. 

The objective of the utilities executives at 
the conference and those to follow is to co- 
Operate to the extent that a temporary regis- 
tration form and regulations under which 
exemption may be claimed, may be worked 
out on a basis which will place the lightest 
burden upon them, whatever decisions they 
make. 

* 


President Studies Rural Power 


RESIDENT Roosevelt, before his recent de- 

parture from Washington, conferred with 
various government officials concerned with 
rural electrification on the administration’s 
program in that connection. 

Morris L. Cooke, Rural Electrification Ad- 
ministrator, said that progress has been made 
in the work and praised private industry for 
its “marvelous response” to the program. The 
industry is not waiting for the government 
but is going right ahead themselves, he said. 

Jesse Jones, RFC chairman, said that the 
question of RFC aid to the program in financ- 
ing rural electrification was taken up. He 


said procedure will be to make loans to the 
Electric Home and Farm Authority which 
in turn will lend to the farmers wishing to 
electrify their homes and property. 


a 
Rural Power Aids Coal 


Je avesasta news for coal miners and op- 
erators was seen by George J. Leahy, 
chairman of the National Job Saving and In- 
vestment Protection Bureau for the coal in- 
dustry, in plans of Morris L. Cooke, director 
of the Rural Electrification Administration, to 
use a large share of the $100,000,000 fund for 
rural line extensions from existing steam 
plants. 

Leahy made public a letter from Cooke in 
which it was stated that the REA prefers and 
expects to utilize existing sources of energy 
instead of creating new ones. While saying 
it would be impossible to discriminate against 
Federal hydroelectric developments, Cooke 
said that because the greater share of electric 
power is generated in steam plants, most of 
the extensions will increase demands upon 
these plants. 

Leahy estimated complete rural electrifica- 
tion connected to coal consuming generating 
plants would require annual use of 6,000,000 
additional tons of coal, giving employment to 
7,500 coal miners and more than 3,500 railroad 
employees. 


we 
Alabama 


TVA City Claims Profit 


TS first year’s operation of the municipal 
light plant under the Tennessee Valley 
Authority meant a net profit of $6,501 despite 
a 45 per cent reduction in rates, Mayor R. H. 
Richardson, Jr., announced. ; 

The report for the fiscal year points out 
the net profit was accumulated after $3,293 
was charged off for depreciation and $2,332 
for taxes. 

In answer to recent comment that Athens 
was dissatisfied with TVA current, Mayor 
Richardson said the May revenues were 20 
per cent higher than the same month in 1934 
before TVA current was brought in. Domes- 
tic current has increased 200 per cent, he add- 
ed, while commercial use has increased 83 per 
cent. 

Athens took advantage of TVA rates, the 
report adds, and led all other cities in the 
purchase of electrical appliances. Expendi- 
ture of $70,000 represented purchase of 289 
refrigerators, 131 ranges, and 64 water heat- 
ers. 

Prior to installation of TVA current the 
municipal system purchased current from the 
Alabama Power Company. 


Farm Power Doubled by TVA 


Dv use of electric service by farmers 
on the TVA rural lines adjoining Wil- 
son dam in Alabama was reported by the 
Tennessee Valley Authority. 

These rural lines, constructed within the 
past year, now serve 379 rural customers in 
Lauderdale and Colbert counties. Although 
many of them live within sight of Wilson 
dam, they were without electric service of any 
kind before the building of the TVA lines. 

Records for the past six months indicate a 
rapid growth in use of electricity by the new 
customers. In March, 1935, average residen- 
tial use was 42 kilowatt hours, but by August 
it had more than doubled to 93 kilowatt hours. 

Local electrical dealers report that the rural 
customers have outstripped many urban areas 
in purchase of electric appliances. As of Au- 
gust Ist, 48 per cent owned electric refrigera- 
tors, 19 per cent had electric ranges, and 6 
per cent had electric water heaters. Several 
small home industries have also been estab- 
— since the construction of the TVA 
ines. 

Success of the Lauderdale and Colbert 
county lines has lead to the construction of ad- 
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ditional rural systems. A 110-mile farm net- 
work is now nearing completion in Lincoln 


county, Tennessee, and work was begun in 
August on a 129-mile network in Giles county. 


California 


Rate Cut Ordered 


REDUCTION of 10 per cent in electric rates 

resulting in a saving to consumers of 
$137,000 yearly in the Imperial and Coachella 
valleys, which area is served by the Southern 
Sierras Power Company, was ordered recently 
by the railroad commission. 

The reduction, effective October lst, in- 
cluded general lighting service, general pow- 
er service, combination ‘lighting, heating and 
cooking, outdoor sign and advertising lighting, 
ornamental and street lighting. 


¥ 
RFC Loan Vote Urged 


(Sa of a special election to authorize 
the refinancing of a $22,800,000 RFC loan 
used for construction of the power transmis- 
sion line from Hoover dam was favored by 
more than sixty civic leaders of Los Angeles 
at a meeting called by the chamber of com- 
merce, board of water and power commission- 
ers, and city council’s water and power com- 
mittee. 


Savings of approximately $1,600,000 will 
result from lower interest rates and the les- 
sening of annual amortization requirements, 
it was declared. 

E. F. Scattergood, chief electrical engineer 
and general manager of the power bureau, 
stated that the decrease in charges would be 
reflected in rates of the municipal electric sys- 
tem. 


> 
Court Voids Lights Levy 


| gastinng of the city in levying assessments 
against private property for the street 
lighting and maintenance purposes was de- 
clared illegal by the district court of appeals 
of the third appellate district in a recent de- 
cision. 

Counsel for Charles H. Roberts, Sunset 
boulevard property owner, who brought the 
action, and for the city declared that the de- 
cision is of far-reaching importance, with the 
municipality’s attorneys asserting that an ad- 
verse decision will “seriously affect the finan- 
cial status of the city.” 


Colorado 


City Plant Shows Profit 


A= of $2,932 during August was re- 
ported last month by the Fort Collins 
municipal light and water department. 

The municipal ore system, accord- 
ing to the official report of C. E. Perry, office 
manager, has shown a profit of $5,682 for the 
four months it has been operated. 

The city purchases electric energy from the 
Public Service Company at wholesale prices 
and distributes it to consumers. An increase 


in profits was attributed to repairs recently 
made in the distributing system. 


¥ 
City Plant Cuts Rate 


HE city council of Loveland last month 

approved an adjustment in electric rates 
which will bring an annual saving of approxi- 
mately $16,000 for consumers. The city owns 
the electric plant, which was erected twelve 
years ago. 


_ Connecticut 


Weekly Pass Urged 


—- John F. Mackey submitted to the 
Hartford common council a_ resolution 
requesting the railways committee to confer 
with N. J. Scott, manager of the local lines 
of the Connecticut company, concerning the 


advisability of inaugurating in Hartford a 
plan similar to that in effect in some other 
cities, calling for a flat weekly fare system in 
line with transportation rate cards elsewhere. 
The railways committee was instructed to con- 
fer with officials of the company as soon as 
possible. 
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Illinois 


Group to Fight Public 
Ownership 


RGANIZED opposition to any attempt to 

place the nation’s transportation system 
under government ownership will be under- 
taken by the newly formed Transportation 
Association of America, Donald D. Conn, ex- 
ecutive vice president, stated. The organiza- 
tion now includes a number of national fig- 
ures in the industrial, argricultural, and busi- 








ness world. Thomas B. Huff, president of the 
American Serum Company, heads the organi- 
zation. 

Directors of the association, which recently 
set up its headquarters in the Transportation 
building in Chicago, held its first meeting in 
Chicago at the Union League Club on Sep- 
tember 25th. 

Members of the board come from many 
states and represent a cross section of agri- 
culture, manufacturing, finance, and transpor- 
tation, it is said. 


- Indiana 


Natural Gas for Indianapolis 


(ia Gas and Electric Company in- 
terests, represented in Indiana by Joseph 
E. Daniels and Paul G. Miller, district man- 
ager of the Indiana Gas Transmission Corpo- 
ration, arranged a conference with the Indian- 
apolis Utilities District directors, looking to- 
ward the submission of a proposal to supply 
natural gas. 

The Indiana Gas Transmission Corporation, 
which is wholly owned by Columbia, trans- 








mitted a letter to former Mayor Reginald 
H. Sullivan, in which it recounted the fact 
that it had a transmission line running through 
the county connecting the Panhandle gas 
field with the fields in Ohio, West Virginia, 
Kentucky, and Pennsylvania. 

The Columbia interests have also recently 
closed a contract to supply Detroit with nat- 
ural gas from the pipe line which its subsidi- 
ary, the Panhandle Eastern, owns and which 
runs from Amarillo, Tex., to a point near 
Dana, Ind. 


Kentucky 


City Profits Questioned 


HETHER the Louisville Water Company, 

as a municipally owned plant, has the 
right to determine a “fair profit” the same as 
a private corporation was submitted for de- 
termination to the Kentucky Public Service 
Commission, following arguments on the ques- 
tion between attorneys for the city and at- 
torneys for civic associations. 

City attorneys argued that even as a munici- 
pally owned plant, the company was entitled 
to a fair return on its investment and cited 
court decisions to support contentions that the 
city, as owner of the plant, operated in a pro- 
prietary capacity and not in a governmental 
capacity. Opposing counsel requested an in- 
quiry into the water rate structure upon which 
the city plant was operated and criticized the 
large amounts of free water supplied by the 
company to city institutions. 

The city of Louisville has operated the wa- 
ter company for approximately seventy-five 
years on a profit-yielding basis and now turns 
over approximately $300,000 a year to the city 
sinking fund, which is used to retire city 
bonds. 
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Commission to Lose Chairman 


Was K. Miller, chairman of the Ken- 
tucky Public Service Commission, creat- 
ed by the 1934 General Assembly, was re- 
ported contemplating resignation in Septem- 
ber, and was expected to be succeeded by 
Francis M. Burke, recently a candidate for the 
Democratic nomination for attorney general, 
according to The Courier Journal. Mr. Mil- 
ler on several occasions had expressed a de- 
sire to return to his law practice at Owens- 
boro, where he is a member of the law firm 
of Cary, Miller & Kirk. Mr. Burke was as- 
sistant attorney general until four months ago 
when he resigned to enter the race for Demo- 
cratic nomination for attorney general. 


w 
Rate Cut Agreement 


HE Kentucky Public Service Commission 
announced last month that the Kentucky- 
Tennessee Light & Power Company had 
agreed to electric rate reductions amounting 
approximately $37,500 annually in Bowling 
reen. 
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The power company also agreed to a re- 
vised schedule of electric rates for Scottsville, 


Ky., consumers, amounting to a decrease of 
approximately $2,000 a year. 


Maine 


Utility Merger Approved 


HE Central Maine Power Company was 
granted permission by the public utilities 
commission to consolidate with three of its 
subsidiaries—the Androscoggin Electric Cor- 


poration, the Dennistown Power Company, 
and the Waterford Light & Power Company. 
Central Maine is sole owner of the common 
stocks of these companies and will take over 
their property and operate them as an integral 
part of its own system. 


¥ 
Michigan 


Natural Gas Truce in Detroit 


7s Detroit, Mich., city council has defi- 
nitely withdrawn from the October 8th 
ballot the proposed charter amendment which 
would authorize financing of a municipal gas 
plant. The council has also agreed to with- 
draw the municipal ownership proposal from 
the November 5th ballot, provided the Detroit 
Gas Co., in the interim, works out a satis- 
factory plan for fixing gas rates incident to 
the introduction of a natural gas supply, for 
which the company has already arranged. 
Of considerable interest was the decision be- 
tween the parties to devise a so-called “De- 
troit plan,” which appears to be a combination 
of the well-known Washington plan and the 
Hartford Electric Co. idea. Under the pro- 
posed plan, rates would be fixed on the basis 
of the value of “used aud useful” property, 


with provisions that excess earnings over a 
year’s period would be returned to gas con- 
sumers in the form of annual dividends, pro- 
rated according to the amount of gas con- 
sumed. 

Meanwhile, in Washington, PWA Adminis- 
trator Ickes has definitely announced that the 
long-discussed natural gas. pipe line from the 
Texas Panhandle to the city of Detroit is a 
dead issue. 

Incidentally, it appeared that a suitable 
market may yet be found for Michigan’s own 
natural gas (regarded by Detroit officials as 
inadequate to supply the motor fa by piping 
it to Lansing, the state capital.  Consum- 
ers Power Co. has asked the state commission 
for authority to build a pipe line from the 
Central Michigan gas fields to Lansing and 
other communities in the central part of the 
state. 


Missouri 


St. Louis Gas Quiz 


HE inquiry instituted several months ago 

by the state public service commission in- 

to the availability of an adequate supply of 

natural gas for St. Louis and St. Louis coun- 

ty was resumed before that body late in Sep- 

tember, after being recessed a number of 

weeks. This was to be the last taking of tes- 
‘timony in the matter. 

Much of the time of the inquiry was spent 

in cross-examination of Assistant Engineer 


Michael Drazen of the commission, who made 
a series of studies of the gas problem of St. 
Louis. He was examined at length by George 
C. Willson of counsel for the Laclede Com- 
pany on details of his studies. 

Estimates as to the cost of conversion by 
the Laclede from the present mixed gas to 
straight natural gas of 1,000 B.t.u. showed a 
wide difference. This expense of adjusting 
appliances was placed in a previous hearing by 
- engineers at approximately $500,- 


New Jersey 


Light Plant Vote Voided 


HE supreme court, on September 2lst, 
set aside proceedings under which the city 
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of Camden voted a referendum to construct 
its own electric light plant. The court said 
it appeared from the proofs submitted that 
the petition requesting the referendum was 
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not signed by the requisite number of voters. 
The suit to set aside was brought by the 
Public Service Electric & Gas Co., which said 
Camden proposed to construct its plant with a 
$6,000,000 Federal loan. Public Service at- 
tacked the right of the PWA to loan money 
to build municipally owned plants, but the 
court did not rule on that question. 
Subsequent to the decision, the city commis- 


sion acted to place before the city’s voters 
for a second time the question of a municipal- 
ly owned power plant. 

A resolution was drafted which authorizes 
the placing of the question on the ballots at 
the November 5th election. An effort was to 
be made to obtain the proper number of signa- 
tures in order to qualify the referendum for 
the November 5th balloting. 


New York 


Town Pays Water Bill 


FY thousand residents of the unincorporat- 
ed village of Nedrow got water out of 
their faucets again after the village agreed to 


pay $2,050 “water rent” which was due the 
city of Syracuse more than a year. 

The city shut off the water for twenty-four 
hours because the village had not paid the 
water rent. 


North Dakota 


Coal Freight Rates Cut 


| ape ge ae reductions in rates on shipments 
of lignite coal in a restricted area in 
the state of North Dakota to meet truck 
competition were granted to three North 
Dakota railroads last month by the state 


board of railroad commissioners, it is reported. 

The reductions are effective to many points 
in central and northwestern North Dakota. 
The Great Northern Railway, Northern 
Pacific, and Soo Line railroads asked the re- 
ductions, claiming truck competition had cut 
heavily into their traffic. 


Ohio 


Rural Power Probe Dropped 


HE state utilities commission refused, last 
month, to make an immediate investiga- 
tion of rural electric rates in Ohio. 


Chairman E. J. Hopple said limited per- 
sonnel and inadequate funds prevented the in- 
vestigation of rates, which was sought by 
Henry Ballard, attorney for the Ohio Farm 
Bureau. 


Oklahoma 


Franchise Approved by Voters 


7s Ponca City Gas Distributing Co. was 
a 10-to-1 victor for a new franchise in a 
special election at Ponca City September 19th, 
there being 2,064 votes cast for the franchise 


and 202 votes against. The franchise held by 
the company expired about two years ago and 
until a few months ago the company could 
not get the matter submitted to the voters. 
A supply of gas is had from pools in Osage 
and Garfield counties. 


Pennsylvania 


sentatives of leading farm organizations and 
of the electric light and power companies, 
met last month at the public service commis- 
sion offices for the purpose of discussing 
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Rural Power Parley 


T= Pennsylvania Joint Committee on 
Rural Electrification, consisting of repre- 
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future plans for rural electric line extensions. 

It was brought out that during the present 
year about 1,000 miles of line in rural sections 
are being constructed as a result of the plan 
sponsored by this group in 1926 and embodied 
in rules filed by the companies a year later. 
Under this plan the extension of lines has 
been gradual, but in recent years the mileage 
showed decreases in construction. 

The Federal electrification plan is expected 
to accelerate the building of lines and the ex- 
— of electric service on Pennsylvania 


"See April 1, 1927, the effective date of a 
public service commission order relative to 
rural lines, 8,924 miles of rural lines have 
been constructed, reaching 104,235 consumers. 


* 
Public Ownership Group 
Meets Commission 


To public service commission heard rep- 
resentatives of the Pennsylvania Public 


Ownership League who came to Harrisburg, 
September 24th, to obtain information regard- 
ing the status of the inventory and appraisal 
of the Pennsylvania Power and Light Compa- 
ny and the commission’s attitude on public 
ownership. 

The league desired a revaluation of all light 
and water utilities in Pennsylvania, holding 
that the valuations, upon which rates are 
fixed, are too high. The commission ex- 
plained that it had applied to the WPA for 
$280,000 to aid in the inventory of the Penn- 
sylvania Power and Light Company proper- 
ties. 

Meanwhile the commission is going ahead 
with its own inventory with what available 
funds it has. The commission informed the 
league members it would welcome their help 
in securing larger sums from the legislature 
and the Federal government. 

Members of the league said that they in- 
tended to try to get permission from the public 
school authorities to conduct a campaign of 
education for public ownership among the 
school children. 


Tennessee 


TVA to Expand 


LANS for construction of a 250-mile trans- 

mission “loop” linking eight west Tennes- 
see municipalities with TVA power at Muscle 
Shoals were announced by the Tennessee Val- 
ley Authority. 

The 250-mile line will tie in eight cities that 
already own their own distribution systems. 
The TVA will spend more than $1,000,000 
building the line. 

“A full development of our present plans,” 
said David E. Lilienthal, director, “will result 
in one of the major rural electrification proj- 
ects in the entire country.” 

The system will link Bolivar, Covington, 
Dyersburg, Jackson, Milan, Somerville, Tren- 
ton, and Union City. Jackson will receive 
TVA power for municipal purposes only, it 
is said. 

Lilienthal said surveys have been made on 
_ more than 1,500 miles of rural lines that may 
tie in with the 250-mile central “loop.” 


> 


Engineers reported to the Tennessee Valley 
Authority board that savings to the more than 
5,500 prospective customers will amount to 
$155,000 a year, or 46 per cent of their annual 
electricity bill. 

Se 


Dual Transit Attacked 


|. ype that operation of two transportation 
systems in Knoxville would cause ruin to 
“one and maybe both” was expressed last 
month by Robert W. Lamar, vice president 
and general manager of the Tennessee Public 
Service Company. 

He testified as the Tennessee Public Serv- 
ice Company’s first witness before the Ten- 
nessee Railroad and Public Utilities Commis- 
sion in opposition to the Knoxville Motor 
Coach Company’s application for a certificate 
to operate busses over twelve routes in Knox- 
ville, some of which would parallel the pres- 
ent street car system in places. 


West Virginia 


Complaints on Utility Votes 


Nitep States Senator Rush D. Holt said 
that Representatives in Congress who 
voted against the President’s utility holding 
company bill “have heard plenty of complaints 


from the folks at home” since the session 
em 

“The congressmen may not admit it,” Holt 
said, “but the people are protesting. I know 
because the people are writing to them and 
sending me copies of their letters.” 
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The Latest Utility Rulings 





Investment in Unprofitable Foreign Public Utility 
Not Allowed 


._ AUTHORITY asked by a Pennsylvania 
public utility corporation to ac- 
quire from its parent company addi- 
tional holdings in a public utility op- 
erating in Virginia was denied by the 
Pennsylvania commission upon a show- 
ing that the foreign company was op- 
erating regularly at a loss and that there 
was no connection between the public 
utility operations of the two companies. 
The commission announced its policy 
to approve securities of a company only 
for purposes related to the rendition of 
its public service, stating: 

Thus, the commission permits the capital- 
ization of expenditures for improvements to 
plant. It allows the sale of securities to 
raise necessary working capital. It permits 
the issuance of one company’s securities for 
the purpose of buying those of another, pro- 
vided the company whose securities are ac- 


quired is a utility from whom the issuer 
buys its product, or to whom it sells its 
product for redistribution, or is a company 
whose continued operation is otherwise de- 
sirable from the standpoint of the issuer. 
The commission requires it be established 
to its satisfaction that a proposed security 
transaction may reasonably be considered 
a matter arising from the issuing company’s 
doing the business for which it was created, 
namely, the rendition of public service to 
its consumers. 


The commission believed a situation 
to be bad enough when a utility capital- 
izes investments in corporations not re- 
lated in some way to the transaction of 
its own business, but said it was worse 
when the investment is made in a prop- 
erty known to be carrying on its op- 
erations at a loss. Re Pennsylvania Gas 
& Electric Co. (Securities Docket No. 
115). 


e 


Organization Expense Disallowed for Unit of 
Affiliated System 


HE Montana commission declared 

that it would be warranted in 
making no allowance for organization 
expense, in calculating reproduction 
cost, where it was valuing for rate- 
making purposes a water plant which 
was part of an affiliated system. 

The commission said that, since the 
company was already a going corpora- 
tion operating many other utilities, there 
would be no occasion on reproducing 
the hypothetical water plant to reorgan- 
ize the corporation. Moreover it was 
said that because the plant was part 
of an affiliated system this would have 
a tendency to reduce such items of ex- 
pense to a minimum. 

Commissioner Young, dissenting from 
the rate decision, conceded that in this 


case the elimination of organization ex- 
pense as well as going value could per- 
haps be justified under the facts. He 
criticized the commission, however, for 
disallowing a payment to the utility sys- 
tem for general services, on the ground 
that the payments were shown to be in 
exchange for necessary services and 
were reasonable in amount. He said: 


Furthermore, I believe the commission 
should be consistent. The majority elim- 
inates from the calculation of reproduc- 
tion cost consideration of organization ex- 
pense because the Missoula water system is 
a part of the Montana Power Company sys- 
tem and because upon a hypothetical re- 
production its affiliation with this “going 
corporation operating many other utilities,” 
would have a tendency to reduce such items 
of expense to a minimum. If the commis- 
sion is willing to recognize the value of 
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the general offices and set-up of the Mon- 
tana Power Company for the purpose of 
reducing a reproduction cost estimate it 
should be consistent and give recognition 
to the value of the general offices and 
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system when considering operating ex- 
penses. 

Re Montana Power Co. (Docket No. 

1846, Report & Order No. 1664). 


7 


Commission Rules on Rate Proposals of New York 
Electric Company 


HE New York commission, which 

for some time has been attempting 
to secure rate reductions for electric 
service in New York city, passed upon 
several proposals for new rate schedules 
without taking formal action as no rate 
schedules had actually been filed. Some 
of the proposals were considered steps 
in the right direction while others were 
disapproved. 

The commission did not undertake to 
say what should be done regarding sub- 
metering and the resale of electric en- 
ergy, but it held that any rule or regu- 
lation which prohibits a landlord from 
furnishing electric service to a tenant 
without specific charge therefor, and all 
that goes with such a rule, is an undue 
intrusion into his affairs, is unjust and 
unreasonable, and not founded on any 
real need. Chairman Maltbie said: 


Landlords generally furnish elevator serv- 
ice, janitor service, heating, hot and cold 
water and in some instances refrigeration 
service, intercommunicating telephone serv- 
ice, and gas service. It would be as sensi- 
ble to require all landlords and hotel pro- 
prietors to meter the amount of hot and 
cold water used by each tenant, to have 
a steam meter on each apartment, to pay 
for each time they use the halls and eleva- 
tors as to approve the rule that a landlord 
may not, as in all of these other cases, 
furnish electric current without any specific 
charge. 


The commission discussed demand 
charges for commercial customers and 
concluded that a monthly demand 


charge as high as $2.50 per kilowatt is 
inadvisable even if theoretically justi- 
fied. It was said that customers under- 
stand with difficulty the reasons for 
even a moderate demand charge. They 
believe that they are paying for some- 
thing for which they get nothing. 

Substitution of a B.T.U. basis instead 
of a tonnage basis for a fuel adjustment 
clause was approved. It was said that 
this would not be difficult to administer 
and would operate satisfactorily in case 
the company should find it economical 
to use different grades of coal or other 
kinds of fuel. No fuel clause, however, 
in the opinion of the commission, should 
be made applicable to residential rates. 

The commission was not convinced 
that the same maximum demand rate or 
the same rate for electric energy should 
be charged of private plant operators as 
of the general public who take all of 
the service from public utilities. Chair- 
man Maltbie said: 

In fixing rates for this service, it should 
be borne in mind that the private plant 
operators are in reality competitors of cen- 
tral station service and they supply electric 
energy to those who would use central 
station service if the private plant did not 
exist. Consequently, it is not to be ex- 
pected that public utilities would render 
service at the same close adherence to 
cost that would be expected of public util- 
ities when supplying service to the ultimate 
consumer. 

Re New York Edison Co. (Case No. 
8541). 


& 


Request for Extension of Refund Period in Real 
Estate Tract Denied 


Ce, California commission an- 
nounced that it was not prepared 
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to launch upon the policy of extending 
the terms of contracts relating to re- 
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funds on service extensions, assuming 
that it had jurisdiction to do so. Com- 
missioner Carr, delivering the opinion 
for the commission, said: 


Nearly all utilities in this state have ex- 
tension rules similar to those here involved 
and during the period of feverish real es- 
tate extension prior to the depression made 
many extensions. If the period for making 
refunds were extended here it would lead 
almost inevitably to similar holdings as to 
such extension contracts of all the utilities 
of the state, as no special circumstances 
were shown here to place these contracts 
in a class by themselves. 


THE LATEST UTILITY RULINGS 


The commission denied reparation to 
an assignee for alleged overcharges un- 
der such contracts on the ground that 
no assignment of a reparation claim 
could be recognized except assignments 
by operation of law as in cases of 
death, insanity, bankruptcy, receiver- 
ship, or order of court. Moreover, the 
complaints for reparation were made 
more than three years after the exten- 
sion. Exchange Securities Corp. v. San 
Diego Consolidated Gas & Electric Co. 
(Decision No. 28150, Case No. 3916). 


= 


Interstate Pipe-line Company Not Subject to Jurisdiction 
of State Commission 


ta supreme court of Missouri re- 
versed a decision by the state com- 
mission requiring the Cities Service Gas 
Company to file schedules of rates. The 
commission had held that the pipe-line 
company was a public utility engaged in 
the sale and distribution of industrial 
gas in Missouri. 

The court approved the view that the 
pipe-line company, although affiliated 
with distributing companies, sold its gas 
to such companies for resale. It reject- 
ed the contention that the distributing 
companies were acting merely as agents 
for the pipe-line company. The fact 
that a pipe-line company fixes the price 
at which industrial gas is sold by dis- 
tributing companies, said the court, does 
not of itself create the relation of 
agency. 

The commission contended that while 
the gas delivered to distributing com- 
panies for resale in cities did not 
become intrastate commerce until it 
reached the lines of the distributing 
companies, however, in the serving of 
industries by the pipe-line company, the 
interstate movement ceased at the point 
the gas left the main pipe line and en- 
tered the lateral line that served the 
industries. 

To this the court replied that in both 
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instances there was a previous contract 
with the pipe-line company for the sale 
of the gas before it left the foreign state 
and it was delivered direct to the pur- 
chaser in Missouri without any storing 
or holding to be served on demand. The 
court could see no distinction between 
these two instances and held both to 
be interstate commerce. 

The fact that the pipe-line conipany 
had availed itself of the power of emi- 
nent domain under the state Constitu- 
tion was held not to make it a public 
utility engaged in intrastate business, 
since the test is not what powers the 
pipe-line company has under its charter, 
but what it was actually doing. 

The court said that the pipe-line com- 
pany was a foreign corporation licensed 
to do business in Missouri, had secured 
a permit from the commission to lay pipe 
lines in the state, and under the Mis- 
souri statutes it had the power to con- 
demn land to lay pipe lines for public 
use; because it condemned land and 
applied to the commission for a certifi- 
cate to lay the pipe lines, it was held, 
did not estop it from denying that it 
was engaged in intrastate commerce. 
Missouri ex rel. Cities Service Gas Co. 
v. Public Service Commission (Mo. 
Sup. Ct.). 










